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Abstract 
 
This is a study of the factors that impact on successful innovation adoption in selected 
industry clusters of Thai SMEs. The objective of this research is to investigate the 
technological, organisational and environmental factors that contribute to successful 
innovation adoption in Thai small and medium sized companies in exemplars in the 
Parawood, Car Materials, First Craft Bangkok, Leather, and Petchkasem Textile and 
Garment industry clusters in Thailand. This research addresses one major research 
question: ―What are the factors that contribute to the improved business performance of 
Thai SMEs?‖  
The five business clusters were selected with assistance from government officers in the 
Thai Ministry of Industry. The government officers suggested these five business clusters 
as they had been established for over two years and were recognised to have potential 
for growth.  
A qualitative approach using in-depth interviews has enabled the researcher to gain a 
detailed understanding of the factors that impacted on successful innovation adoption 
and of understanding how SMEs survive in their industry contexts.  
The research shows that various and differentiated organisational, technological and 
environmental factors impact on successful innovation adoption in Thai SMEs. The 
organisational factors identified were: the size of the organisation, organisational culture, 
organisational structure, management style, and innovation capability. The technological 
factors that emerged were: relative advantages (benefits) that accrued, design or 
available technologies, compatibility with the business, and the capacity of their 
machines. The environmental factors identified were: competition within the industry and 
the role of information intensities. As expected, the organisational factors are shown to 
lead to organisational innovation and the technological factors to technological 
innovation. The research also shows that once an innovation is adopted in an 
[xvi] 
 
organisation, there is an improvement in understanding how business owners can 
operate their business at improved levels of performance. 
This research contributes to our understanding of the nature of Thai SMEs, and 
specifically the organisational and technological innovation factors that lead to 
perceptions of successful implementation of innovation leading to improved business 
performance in Thai SMEs. The research identifies the relationships between 
organisational innovation and the various types of technology. It shows that product 
offerings, service development and product development are important in organisational 
innovation; and that transformation of technology, knowledge management and 
technology development are important for technological innovation. The research 
provides the Thai government sector with information about the characteristics and 
needs of Thai SMEs and will assist the Thai government to develop appropriate policies 
that better support Thai industries, which will help Thai SMEs survive in the present 
fiercely competitive environment.   
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Chapter 1  
INTRODUCTION 
 
This thesis is a study of the different factors that impact on successful innovation 
adoption in select industry clusters of Thai SMEs. This chapter outlines the scope and 
significance of this research and provides a brief background of the factors that 
contribute to the perception of successful innovation in Thai SMEs. The rationale, 
objectives and research questions are introduced. Finally, this chapter outlines the 
structure of the thesis. 
1.1 Research background 
The economic crisis in 1997 had a significant impact on almost all Asian countries 
(Maitree 1999). Neil and Nerilee (1998) noted that from July 1997, the most serious 
impacts began with the currency collapse in Thailand and that the crisis affected many 
countries in East Asia with Indonesia being the most severely affected. This unexpected 
crisis led to many severe, unforeseen and sudden impacts, not only in the financial 
corporate sector, but also more rampantly in society, with many households enduring the 
loss of jobs, wages and dignity (Maitree 1999).      
Following the economic crisis in 1997, Thailand encountered many problems, which 
included financial and economic management problems, and operational efficiency 
problems in various organisations, including Small and Medium Enterprises (SMEs). The 
Thai economy was deliberately boosted by the Thai government and incorporated the 
private sector with the Thai Chamber of Commerce to attain a certain level of Thai 
economic improvement (Government of Thailand 1997, 2002; Intarakumnerd et al. 
2002; Porter et al. 2000). The Thai government tried to help business enterprises in 
Thailand to address these problems and to help them avoid collapse. The Thai 
government was also trying to support new businesses, especially the establishment of 
[2] 
 
 
Small and Medium Enterprises (SMEs) to help boost the economy of the country. One 
such scheme was One Product One Tambon (OTOP), which was established to use SMEs: 
1. To construct a comprehensive database system that accommodates necessary 
information from every Tambon (suburb) in Thailand.  
2. To promote local Thai products for every Tambon, and to facilitate the buy-and-sell 
procedure.  
3. To bring The Internet technology to villages and this is the starting point of the 
Tambon Internet Project.  
4. To help encourage and promote tourism in Thailand down to the Tambon level. Thus 
more income will be distributed to rural people.  
5. To help rural people to exchange information, ideas, and to improve communication 
across various Tambons. 
According to Asasen et al. (2003), a competitive and innovative SME sector holds 
enormous promise for the central region of Thailand in terms of: higher income growth, 
higher rate of employment of domestic resources, and greater equity in access, 
distribution and development. Many new organisations were established following the 
crisis, but the new organisations lacked experience to manage their businesses efficiently 
in this competitive era, hence the importance of helping them establish efficient and 
effective management systems. Unfortunately, Thailand faced another economic crisis in 
2006 associated with Thai political issues starting in 2005 (Clemens et al. 2008; Wong 
2009). The world economic crisis and Thai political issues drove Thai businesses into 
difficult situations in terms of maintaining their business positions in the industry, in 
solving financial problems, in dealing with the increasing costs of management and 
production, and in coping with competition intensity. The consequences of the above 
problems in Thailand still affect all businesses presently.  
The reason this research focuses on SMEs is the vital contribution that SMEs make to the 
development process of Thailand (Sawang et al. 2006). SMEs are more labor-intensive 
and potentially can lead to more efficient allocation of resources (Ameida et al. 2000). 
According to Asasen et al. (2003), SMEs remain the largest source of domestic 
employment in most developed countries, and of non-agricultural employment in virtually 
all developing economies.  If the efforts to accelerate the industry are made in the right 
direction, it would be helpful to upgrade the diversification and links among the regional 
economies as well as the country (Asasen et al. 2003). Hence, this research focuses on 
how Thai enterprises can reduce costs within their organisation, based on their approach 
to value creation through their business performance enhancement. The adoption of 
[3] 
 
 
technology, IT, and innovation in organisations has facilitated numerous opportunities for 
Thai businesses to be able to compete with their competitors. 
This thesis aims to identify what Organisational, Technological, and Environmental 
factors (OTE) affect successful adoption of innovation which government policy in 
Thailand expected can lead to enhanced business performance in Thai SMEs. 
Understanding the term ‗innovation‘ and developing a better understanding about 
themselves will help organisations to enable their capabilities in order to differentiate 
themselves and survive in the industry (Porter 1990).   
1.2 Research motivation 
The growth of Thai SMEs follows from a growing tendency of large firms or large 
manufacturers to outsource production to local suppliers and to restructure their 
organisations, instead of investing in an uncertain economic environment (Sawang et al. 
2006; Soonthornthada & Sevilla 2000). The growth of Thai SMEs has led to expanding 
local employment, as large organisations outsourced to smaller businesses and 
individuals locally (Deyo & Brockport 2000). Hence, Wiboonchutikala (2001) suggested 
that the increasing trend in Thailand to outsource or use SMEs during the periods of high 
growth in the economy meant that both medium and small enterprises seem to 
contribute more in terms of employment growth because small firms tend to gradually 
expand themselves into larger enterprises (Wiboonchutikala 2001). This, the government 
believed, can be enhanced by technology and innovation and the development of 
organisational competencies.  
According to Taylor (2004), emerging technological innovation is an iterative process that 
occurs from activities in five areas, which include: technology, design requirements, 
customers, manufacturing, and application development. Taylor‘s (2004) work suggests 
that improved business performance development can be measured by the degree of 
success, market access, and customer value, which provides new market potential and 
abilities. Prahalad and Hamel (1990) see business competencies as a unique set of skills, 
which provides significant competitive advantage to the corporation. Therefore, the 
unique set of skills, as defined by Prahalad and Hamel, can be linked to the five areas 
offered by Taylor. To explain the link of Prahalad‘s and Taylor‘s works, technology, design 
requirements, customers, manufacturing, and application development can be used as a 
unique set of skills, which provides significant competitive advantage to the corporation. 
Moreover, ‗capability‘ is also used to extend the meaning and impact of competencies, as 
they are valuable, rare, immutable, and non-substitutable (Prahalad & Hamel 1990; Stalk 
et al. 1992). When the improved business performance of an organisation is 
strengthened, products and business operations become valuable and immutable as their 
competitors cannot compete with them.  
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According to Koen (2003), capabilities are a bundle of skills embodied throughout the 
corporation that allow it to achieve competitive advantage (Lovorka et al. 2007; Porter 
1990) – where no single skill represents a competence. To be able to achieve profit levels 
in a business, innovation and technology plays important roles to facilitate and drive 
organisations to perform their business processes efficiently (Kavoos 2007). Innovation 
and technology development is an investment for most organisations seek to employ 
newly-invented technologies to achieve competitive advantage (Lovorka et al. 2007; 
Porter 1990), based on technology oriented-activities. How they seeking to develop 
innovation processes based on worldwide technology is crucial for identifying the 
appropriate activities to be adopted by the organisation (Maria et al. 2007; Poole et al. 
2000). Consequently, these innovations can drastically influence the fortunes of the 
enterprise, either enhancing or weakening existing enterprises (Acar et al. 2005; 
Goldwater & Zahller 2010; Westphal 2002).  
The Organisation for Economic Co-operation and Development (OECD) defines innovation 
as a creative and interactive process involving market and non-market institutions 
(Organisation for Economic Co-operation and Development (OECD) 2002).  Innovation 
occurs in two main areas, namely new product innovation and new process innovation 
(Chairatana 2006), whereas Schumpeter (1939) identifies five different types of 
innovation: new products, new processes, new sources of supply, the exploration of new 
markets and new ways to organise business (Schumpeter 1939). In essence innovation 
creates value. 
The business value framework that is currently being used in Western countries may not 
be applicable in Asian countries, particularly Thailand because no business value 
framework has been seriously applied in Thailand. It is therefore necessary to undertake 
research to determine whether the value framework can be used by Thai business 
enterprises, without modification. A multiple dimension-model for interpreting IT 
business value is one of the frameworks used as a guide to study the effectiveness 
perceived by looking inside an organisation (Kwon et al. 2002b). It is also used to 
analyse whether it can be used appropriately for value creation by Thai enterprises 
(Kwon et al. 2002a).  
This research uses an understanding of value creation, competency in enterprises and 
factors influencing competency enhancement in organisations (Cooper 1998; McFadzean 
et al. 2005; Schroeder 1990), to understand successful innovation adoption in Thai 
SMEs.   
Deyo and Brockport (2000) define Small and Medium Enterprises (SMEs) in the Thai 
context as firms with under 50 million Thai Baht (THB) capital and employing fewer than 
200 workers. Whereas, the United Nations Economic and Social Commission for Asia and 
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the Pacific (UNESCAP) and Vietnam Chamber of Commerce and Industry (VCCI) (2000) 
identify SMEs as firms who have a registered capital of less than 100 million Baht and 
who employ between five and 200 workers (UNESCAP and VCCI 2000). The UNESCAP 
definition is similar to the definition that is applied by the Royal Thai Government, 
namely that enterprises in a small scale industry refer to enterprises that employ less 
than 50 workers and have less than ten million Baht registered capital for investment and 
that medium scale industries employ between 50 and 200 workers and have a registered 
capital for investment of between ten and 100 million Baht (Deyo & Brockport 2000; Thai 
2002). For the purpose of this research, SMEs will be defined as both small sized 
enterprises if a firm has a registered capital of less than 50 million Baht and who employ 
less than 50 workers and medium sized enterprises who are firms that have a registered 
capital of between 50 and 100 million Baht and who employ between 50 and 200 
workers.   
The results of this study will contribute to government policy, which will assist Thai SMEs 
to be better in managing their innovation based on improved business performance 
through innovation adoption towards value creation. According to McFadzean et al. 
(2005), entrepreneurs are driven by both financial and non-financial goals. Hence, a high 
need for successful achievement is much more likely to be created in Thai enterprises. As 
a result, the better value creation created in Thai SMEs will allow for an improved return 
on capital, particularly in a tough competitive business environment.   
1.3 Business clusters selection 
The Thai Department of Industrial Development Division have dealt with business 
clusters for more than ten years and government officers in this department suggested 
five clusters which provide excellent exemplars for study and are representative of the 
SME industries in Thailand. These industry clusters are: the Parawood, Car Materials, 
First Craft Bangkok, Leather, and the Petchkasem Textile and Garment industry clusters. 
The department noticed that these were strong clusters of at least two years 
establishment, which operated well in the industry, which performed at profitable levels, 
and which were located in Bangkok or nearby provinces. Brief characteristics of the five 
clusters are: 
1. The Parawood industry cluster comprises businesses that create furniture parts made 
from the wood from the Para, or rubber tree. The businesses are located in the 
Chonburi province nearby Bangkok. 
2. The Car Materials industry cluster comprises businesses that create car parts or car 
materials, and original equipment manufacturer (OEM) products. The businesses in 
the Car Materials industry cluster are located in the Chonburi province near Bangkok. 
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3. The First Craft Bangkok industry cluster is different from other clusters as the cluster 
itself is a combination of various types of handmade products, including wooden 
crafts, fabric, metal crafts, mulberry paper, printing cards, ceramics, and sculptures. 
The businesses in the First Craft Bangkok cluster are located in Bangkok. 
4. The Leather industry cluster comprises two types of businesses, which are tanning 
leather businesses and leather production businesses. There are many leather 
clusters scattered throughout Thailand but the businesses in the Leather industry 
cluster are located in the Samuthprakarn province. 
5. The Petchkasem Textile and Garment industry cluster comprises businesses in the 
Textile and Garment industry located in Bangkok. In fact, the Textile and garment 
businesses are scattered throughout Thailand. They have merged into groups or 
clusters depending on shared objectives and aims, or on other factors such as 
location, materials used, cost and labour skills required. However, the Petchkasem 
Textile and Garment industry cluster was the cluster for the focus in this study. 
1.4 Research objectives 
This research aims to achieve the following objectives: 
1. To investigate the organisational factors that contribute to the perception of 
successful implementation of innovation leading to improved business performance 
in Thai SMEs; 
2. To examine the technological factors that contribute to the perception of successful 
implementation of innovation leading to improved business performance in Thai 
SMEs; and 
3. To examine the environmental factors that contribute to the perception of successful 
implementation of innovation leading to improved business performance in Thai 
SMEs in Thai SMEs; and 
4. To understand how process improvements operate for innovation enhancement in 
Thai SMEs 
The first three objectives aim to examine factors that contribute to the perception of 
successful implementation of innovation leading to improved business performance in 
Thai SMEs and the last objective aims to understand how process improvements operate 
for innovation enhancement in Thai SMEs. In addition, the data generated from this 
study will enable an evaluation of the validity of the conceptual framework (Chapter 2.5), 
which has been developed in a Western context for SMEs. An appropriate model for 
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business competency enhancement was investigated and developed in this research. The 
model provides an understanding of knowledge-building activities and their relation to 
multi-dimensional factors such as technological, organisational, and environmental 
factors, and technology used in Thai SMEs that contribute to the performance of Thai 
organisations. Such a model provides a guide for operational processes in Thai SMEs. 
1.5 Research question 
To achieve the objectives of this research, the following research question was developed 
to address this research study of Thai SMEs: 
What are the factors that contribute to the improved business performance 
of Thai SMEs? 
The research question was developed to assist the researcher to explore and understand 
the important factors that contribute to the perceptions of successful implementation of 
innovation management in Thai SMEs. The research question was considered imperative 
to gathering the knowledge required to develop a business model to help Thai small and 
medium sized businesses to survive and successfully manage their businesses in this 
fiercely competitive environment.   
1.6 Thesis structure 
The remainder of this thesis is structured as follows: 
Chapter 2 Literature Review 
This chapter provides a review of the literature related to factors that contribute to the 
perception of successful implementation of innovation in Thai SMEs from both the 
academic and practitioner perspectives. The chapter begins with organisational factors, 
technological factors, environmental factors, and innovation. Furthermore, open and 
closed innovation, value creation, and improved business performance are defined in the 
context of Thai organisations. The chapter concludes with a discussion of factors based 
on the Organisational, Technological, and Environmental (OTE) framework, which can 
lead to the perception of business performance in Thai SMEs.   
Chapter 3 Research Methodology 
This chapter provides a detailed description of the methodological approach taken in this 
study and discusses the research methods, research design, and data collection and 
analysis techniques used in this research. The chapter begins with an explanation of the 
rationale, selection of research paradigm, and research methodology. The research 
design describes the research approach, research perspective, and the type of research 
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method that was used in this study, and the research procedure describes the 
participants of this study and the process of pretesting the interview schedule. The 
chapter concludes with a discussion of the data collection and analysis techniques used. 
Chapter 4 A case study in Parawood Industry Cluster  
This chapter reports on the interviews undertaken in the Parawood industry cluster. The 
chapter explores and presents an understanding of the phenomenon and practice by 
business owners in the Parawood business in Thailand. The interviews were conducted at 
their premises in the Chonburi province, Thailand. Business owners shared their 
perspectives and views of business in the Parawood industry in Thailand. The analysis of 
the qualitative data in this research uses thematic coding and hermeneutics to capture 
the main factors of managing their business efficiently. Key factors are identified that 
relate to the OTE framework, and both open and closed innovation theory.  
Chapter 5 A case study in the Car Materials Industry Cluster 
This chapter reports on the interviews undertaken in the Car Materials industry cluster. 
The chapter explores and presents understandings of the phenomenon and practice by 
business owners in the Car Materials industry cluster in Thailand. The interviews were 
conducted at their premises in the Chonburi province, Thailand. Business owners shared 
their extensive experience and business perspectives in the Car Materials industry cluster 
in Thailand. They discussed the importance of the Car Materials industry cluster in 
Thailand and how they became the leaders in the industry.  
Chapter 6 A case study in the First Craft Bangkok Industry Cluster 
This chapter reports on the interviews undertaken in the First Craft Bangkok Industry 
Cluster. The chapter begins with an exploration of understanding the phenomenon and 
practice by business owners in the First Craft Bangkok Cluster in Thailand. The interviews 
were conducted at their premises. Business owners discussed their views in operating in 
the First Craft Bangkok industry cluster in Thailand.   
Chapter 5 A case study in the Leather Industry Cluster 
This chapter reports on the interviews undertaken in the Leather industry cluster. The 
chapter explores and presents understandings of the phenomenon and practice by the 
business owners in the Leather industry cluster in Thailand. The interviews were 
conducted at the Ministry of Industry in Bangkok, Thailand, with an assistant from the 
Director of Cluster Development of the Thai Ministry of Industry. The Leather industry 
cluster in Thailand is divided into two categories, which are leather material supply 
businesses and leather product businesses. Business owners shared their views in the 
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Leather industry cluster in Thailand and the product trends from leading fashion countries 
such as France and the USA.   
Chapter 8 A case study in the Petchkasem Textile and Garment Industry Cluster 
This chapter reports on the interviews undertaken in the Petchkasem Textile and 
Garment industry cluster. The chapter begins with understanding the practice by the 
business owners in the Petchkasem Textile and Garment industry cluster. The interviews 
were conducted at their premises and the business owners discussed their perspectives 
of the Petchkasem Textile and Garment industry cluster in Thailand.   
Chapter 9 Comparison and Discussion   
This chapter revisits the research objectives and research questions in order to confirm 
whether they have been answered through this research. Multiple case studies are 
summarised to propose how value creation occurs through business performance 
enhancement in Thai SMEs.   
Chapter 10 Conclusion 
This chapter revisits the theory used in this research and its application to the Thai 
industries. The chapter ends with implications of this study, consideration of the 
limitations of the research, suggestions for future research and the conclusion. 
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Chapter 2  
LITERATURE REVIEW 
 
2.1 Introduction 
This chapter reports on the literature on innovation adoption and business performance. 
The literature covers technology, innovation, improved business performance, the OTE 
framework (organisational, technological and environmental context), and the effect of 
technology and innovation in SMEs.   
This chapter also reviews types of technologies, and types of innovation to gain an 
understanding of how SMEs could enhance their capability and improved business 
performance to efficiently implement innovation management. The factors that can 
contribute to the perception of successful implementation of innovation management are 
important to SMEs because SMEs would be able to use this as a guide to understand their 
organisation, emphasising and highlighting their innovation capabilities and implementing 
innovations in the right direction that can lead to an increase in business performance.   
The important factors of the framework in this research have attempted to help guide 
small and medium sized companies to carefully manage their business and survive in 
their respective industry. The research framework was developed based on an 
interpretive rational and focused view of technology, innovation, improved business 
performance, and OTE factors that affect business performance and operational 
management of Thai SMEs (Sawang et al. 2006). This focus has been adopted in many 
countries and is represented in existing studies and literature but has not yet been 
applied to businesses in Thailand.  
Technology was reviewed to understand its terminology, importance, as well as identify 
the various types of technologies available. Secondly, innovation was reviewed to build 
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up an understanding of innovation, which comprises of conceptualsing innovation, 
technological innovation, organisational innovation, and processes of innovation in SMEs. 
Thirdly, an understanding of improved business competency and performance was built 
up, which includes the concept competencies as individual characteristics and the notion 
of competency. Lastly, the Organisational, Technological and Environmental framework 
(OTE framework) offered by Tornatzky and Fleisher (1990) was introduced and reviewed 
in regards to how the OTE framework was adopted, applied, and adjusted to be more 
appropriate in the Thai context. 
From this review, a framework for the empirical study of these organisational, 
technological, and environmental factors provide organisations in various countries an 
ability to improve their business performance if each organization studies the importance 
of these factors carefully and in detail. Thus, the understanding of technology, 
innovation, and the OTE factors will lead to an understanding of factors that contribute to 
improved business performance of Thai SMEs, and provide Thai small and medium sized 
companies with guidelines to find their type of business competency, improve their 
business competency, and thus be able to outline how their business can achieve a profit 
level, increase sales, and improve their business performance. 
2.2 Technology 
Technology has been referred to as a means of systematic knowledge transformed into, 
or made manifest by, tools and is considered instrumental in determining the efficiency 
with which elements in a society are able to accomplish their tasks (Tornatzky & Fleischer 
1990). Most organisations are favourable towards scientific advance and industrial 
innovation (Lichtenthaler 2006) due to high competition and technological advances at 
present.  According to Drejer (2000, p. 134), ―…product development and technology 
development are in great need of being integrated. Customers require new products 
faster and faster, competition is increasing on the global scale, competitors learn to 
master new technologies faster and faster, and everything seems to be changing faster‖.  
Hence, technology is playing a significant role for global economic competition 
(Lichtenthaler 2006; Sukhvir  & Tore 2008). Furthermore, technology is seen as a means 
by which firms can strive to adapt to the requirements of the current intensifying 
competition and the economic environment as the global economy is experiencing 
unprecedented rapid change (Westphal 2002).  
Technology is seen to have the potential for solving most organisations‘ problems such as 
production processes and administrative processes (Rothwell 1994; Sukhvir  & Tore 
2008). Drejer (2000, p. 126) reviewed the literature on the management of technology 
and explained, ―…the definitions of technology vary from bounded definitions which 
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include only physical hardware to open definitions that include software, brainware, 
organisational aspects of the technology and even human skills‖. As Sollie (2007, p. 293) 
mentioned ―technology has become increasingly more complex, pervades nearly every 
sphere of life, and involves far-reaching and often unforeseen and unanticipated 
consequences for human beings and environment.‖ Organisations therefore have to 
adjust themselves to be able to maintain their competitiveness in this changing world 
(Cohen 1984; Senior 1997; Sollie 2007) which depends upon product innovation from 
research and development activities in an organisation (Kelley & Rice 2002).    
Technology also refers to the actions that an individual performs on an object with or 
without using mechanical devices in order to make some changes in that object (Perrow 
1967).  As Heidegger (1977, p. 5) claims, ―Technology, according to which it is a means 
and a human activity, can therefore be called the instrumental and anthropological 
definition of technology‖. Technology also refers to the implication of scientific knowledge 
that enables manipulation of human surroundings for the practical purpose of meeting 
human desire (Haines & Sharif 2006). In addition, the term technology is also used to 
refer to the stock of knowledge that is developed or created in terms of possible or 
effective techniques in operating businesses that can be utilised by an organisation at a 
certain time (Nieto, Mariano 2004).   
According to Mintzberg (1979, p. 249), ―technology is clearly a major factor in the design 
of organisational structure‖. Capon and Glazer (1987) define technology as ‗know-how‘ 
and identify the term ‗know-how‘ based on three categories: product technology, process 
technology, and management technology.  Product technology refers to the set of ideas 
that are embodied in the product.  Process technology refers to the set of ideas that are 
involved in manufacturing the products, which involves getting materials processed until 
they are combined into finished goods or products.  Management technology refers to the 
procedures that are associated with selling products and administrative business 
processes (Capon & Glazer 1987). In addition, firms that are operating in highly 
uncertain and rapidly changing environments need to maintain their technological 
expertise to be able to compete with other competitors at the same or higher level (Lee, 
S et al. 2008).   
Hayajneh and Raggad (1995) claim that technological advances have increased 
productivity and reduced costs. At the same time, statistics for the period 1950 to 1992 
indicated that technological advances have increased employment and income level 
(Hayajneh & Raggad 1995). Although it has been claimed that technology has replaced 
people with machines as they can do the job more efficiently (Orlikowski 2008), 
technology has also maximized labour to advance an individual‘s skills, which has 
resulted in efficient production.  As such the number of unskilled labourers may be hired 
to study and obtain better skills. Furthermore, this allows people to develop new ideas 
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and contribute to new knowledge (Broderick & Boudreau 1992; Hayajneh & Raggad 
1995). In using technology, production costs decrease due to efficient production.   
The benefit in employing technology includes: replacing people (Westphal 2002) with 
appropriate machines with better outcomes in some technical functions and performance; 
maximising labour skills; and gaining better results for efficient production. Lee et al. 
(2008, p. 39) support this view claiming, ―among the various influences on strategy, the 
increasing complexity to technologies and short product life cycles are forcing firms to 
rely more on Research and Development‖. Therefore, the quest for lower operating costs 
and improved manufacturing efficiency have got to be of concern to business to operate 
advanced manufacturing technology (Dangayach & Desmukh 2005) to  suit the highly 
competitive era.   
The following section will explain the different types of technologies that are applicable 
for SMEs.   
2.2.1 Types of technologies 
Having reviewed the literature on technology, it is difficult to separate technology from 
the organisation and the employees who work in the organisation (Drejer 2000).  
According to the research by Halachmi and Bouchaert (1994), and Drejer (2000), 
technology has been classified into three types (Halachmi & Bouckaert 1994): 
1. Organisational Technology (Traditional Technology) – knowledge that enhances 
organisational capability such as formal job descriptions, chains of command, lines 
of communication or organisation charts as administrative technologies (Drejer 
2000; Mintzberg 1979), process technologies, human skills (Drejer 2000), and the 
knowledge of people from previous generations;  
2. Actual Technology (Engineering Technology) – tangible technology such as: 
machines, skills, tools and other physical engineering equipment (Drejer 2000; 
Mintzberg 1979); and  
3. Technology (Information Technology) - used to describe terms of information 
technology; to control an intensive use and level of sophistication of technological 
devices (Kelley & Rice 2002) such as the Internet and information systems used in 
an organisation.    
The following sub-sections will discuss, in detail, each category of technology classified in 
this study. 
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2.2.1.1 Organisational technology (Traditional technology) 
High technology organisations such as a manufacturing organisations like Toyota, utilise 
newly invented or complicated technologies for their operations and management (Liker 
2004; Liker et al. 2006) and Honda (Prahalad & Hamel 1990) who exploit the use of 
appropriate technologies for their commercial business and strategic goals (Lichtenthaler 
2006).   
In terms of the organisational context, Daghfous (2004) claimed that technology-driven 
companies depend heavily on collaborative relationships, such as technology transfer, to 
face an ever-changing competitive landscape characterised by rapid technological 
diffusion, rising costs of development, and compression of the product life cycle.  
Organisational technologies in previous literature have focussed on alliance structuring 
and outcomes by combining people and tasks for an expected level of productivity 
(Agrawal 1995b).      
According to Agrawal (1995b), organisational technology refers to organisational 
knowledge or indigenous knowledge: the knowledge that is concerned with the 
immediate and concrete necessities of people‘s daily livelihoods. Knowledge could be 
developed in different parts of the world and western knowledge has a high influence to 
all people around the world (Apffel-Marglin & Marglin 1990; Goldwater & Zahller 2010). 
Western knowledge refers to the technical knowledge that attempts to construct general 
explanations and is one step removed from the daily lives of people (Acar et al. 2005). 
Many authors on indigenous knowledge agree that it encompasses non-technical insights, 
wisdom, ideas, perceptions and innovative capabilities (Agrawal 1995b; Fernando 2003; 
Fischer 2005; Thrupp 1989).   
Organisational technology has also focussed on the technology transfer process with new 
dimensions, such as incorporating organisational memory (Huber 1991) to well-organised 
technology such as manufacturing operations (Prahalad & Hamel 1990). An example of 
the basic organisational development process can be seen in Davenport and Prusak 
(2000). Davenport and Prusak (2000) view organisation technology as a knowledge 
transfer process such as the buyer-seller relationship.  In Davenport and Prusak‘s view, 
the buyers learn and seek information about the products from the sellers such as how 
they work and function, prior to their purchase. As such, technology knowledge within an 
organisation, or basic organisation development process, is a learned process and 
transferred from one party to another.   
Traditional technology, in terms of traditional knowledge, is more deeply rooted in its 
context (Agrawal 1995a). Traditional knowledge refers to ―…the capstone of several 
convergent trends in social science thinking, and development administration practice‖ 
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(Agrawal 1995a, p. 4). Apffel-Marglin and Marglin (1990) describe characteristics of 
traditional knowledge as 1) embedded in its particular community; 2) contextually 
bound; 3) it does not believe in individualist values; 4) it does not create a subject or 
object dichotomy; and 5) it requires a commitment to the local context (Apffel-Marglin & 
Marglin 1990). Traditional knowledge is often viewed as the best strategy in some less-
developed countries (Fischer 2005; Pulido & Bocco 2003) because they have less 
advanced tools or technical instruments (Atte 1992). These individuals will utilise the 
knowledge of people from previous generations to develop tools or mechanisms to 
produce goods/or services.   
Traditional knowledge employed by people in previous generations involves the collection 
of resources, the preparation of operational processes, and application of the production 
process (Stearman et al. 2008). Traditional knowledge has also been referred to as 
indigenous knowledge (Fernando 2003). This refers to knowledge of local people that 
utilise local or natural resources. The knowledge of local people can lead to the 
development of products cost-effectively. In addition, local knowledge is participatory in 
sustainable ways and people in newer generations can still utilise the knowledge of local 
people to partially or fully develop or create their new products from local or traditional 
processes (Hansen & Erbaugh 1987).  
Aside from traditional technology, the following sub-section discusses actual technology.  
2.2.1.2 Actual technology (Engineering technology)  
Actual technology refers to tangible technology, which comprises of machines, tools and 
other equipment (Briggs & Sharp 2004; Mintzberg 1979; Pulido & Bocco 2003).  
Innovative and creative technology, including computer-controlled machine tools, generic 
manufacturing technology as well as modern telecommunications systems are 
emphasised in terms of actual technology, or engineering technology (Capon & Glazer 
1987; Kamal 2006; Kriengsak et al. 2008). Competitive advantage, new-product 
development, new markets, productivity and profitability are tied directly to technology 
(Dangayach & Desmukh 2005; Harris et al. 1983). However, Harris et al. (1983) 
summarises that technology should be a top-management priority whereas technology 
portfolio development, technology and corporate strategy, and development of 
technology investment priorities should be taken into top-management level‘s 
consideration.    
Some literature has reviewed engineering technology, or actual technology, in terms of 
manufacturing where manufacturing's "mission" consisted of five basic competitive 
priorities: cost, quality, delivery [both speed and dependability], flexibility, and 
innovativeness [both product and process] (Voss et al. 2002). Therefore, actual 
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technology should assist with the operational processes of the business, minimising 
operational costs, increasing quality levels of production, operational time savings, 
reliability, and flexibility in the operational process. Other literature defines actual 
technology as technology that can substitute to a degree for deficiencies in the user‘s 
knowledge base by providing targeted, task-specific knowledge, guidance in problem 
solving through explanations and feedback, and repeated opportunities for experiential 
learning with rapid feedback that is not available in traditional or text-based materials 
(Goldwater & Zahller 2010). 
Technology-based systems can facilitate knowledge acquisition and technology can 
replace traditional knowledge based systems (Goldwater & Zahller 2010). The use of 
technology can determine the existence of actual technology or engineering technology 
and how employees in the organisation acknowledge the importance of technology and 
utilise them efficiently. As both technologies and organisations undergo dramatic changes 
in both form and function, organisational researchers are increasingly turning to concepts 
of innovation, emergence, and improvisation to help explain the new ways of organizing 
and using technology (Orlikowski 2008). Orlikowski (2008) further discusses that 
understanding the use of technology is important, as utilising technology is a process of 
enactment that enables a deeper understanding of the constitutive role of social practices 
in the use of technologies in the workplace. Information technology (IT) is discussed in 
the following sub-section. 
2.2.1.3 Technology (Information technology) 
The technology in this category is referred to as Information Technology (IT) and is 
classified as an intensive use of technology such as computers and the Internet, and 
includes applications or software for computers (Kelley & Rice 2002). Information 
Technology should be viewed as an automating or mechanising force because it can 
fundamentally reshape the way business is conducted (Darvenport & James 1990; 
Davenport & Short 2003). For example, using information technology is an easily 
available and low-cost alternative for IT implementation in an organisation, can allow a 
quick return on investment simply by publishing previously printed materials on the 
Internet or through servers, and users in the same organisation may share the same 
applications and information online (Wells 2000).   
The adoption and use of new technologies, especially information technology (IT), is of 
crucial importance for the competitiveness of companies in many countries (Caldeira & 
Ward 2002); for example American companies (Garavan & McGuire 2001), and European 
SMEs (Oke et al. 2007) that have led to positive sales turnover growth, SMEs in East 
Asian countries (Kyobe 2004) and SMEs in Taiwan (Lin & Chen 2007) that have indicated 
that through overseas investment the company performs more efficiently in terms of 
[17] 
 
 
sales because competing in an international arena challenges the company to become 
more innovative.  Since going global is a daunting task for many SMEs, due to many 
barriers such as manpower, financial resources and language ability, information 
technology has become a powerful instrument to link the business globally through 
communications via the Internet. The adoption of information systems or information 
technologies in organisations involves intangible knowledge and a difficulty to recognise 
costs (Caldeira & Ward 2002).   
Bakos and Treacy (1986) claim that technology offers a greater array of compatibilities at 
lower costs and technology is challenging the business environment for economic 
incentives via information technology. This is because information technology can benefit 
the organisation, both internally, such as communication via an intranet that people in 
the same organisation can contact each other; and externally such as the Internet via 
email (Gerstein & Reisman 1982). Information technology can also increase capabilities 
and competitive strategies of an organisation by emphasising competitive advantage of 
information technology utilisation.  
Underutilisation of information technology can result in serious problems, such as being 
behind competitors in receiving important information, delays in communication 
processes, and high costs of communication systems that is incurred by the organisation 
(Kelley & Rice 2002; Lee et al. 2008). In utilising technology, the application of 
information technology has focused on the capability to improve specific areas of the 
organisation to make the operational process reliable and efficient and more functionally 
effective (Acar et al. 2005; Gerstein & Reisman 1982; Thomas & Glenn 2008).  
In many industries such as consumer electronic devices or automotive, information 
technology is being developed into existing products to enhance their value and provide 
organisations with opportunities for product innovation (Bakos & Treacy 1985).   
Information system or information technology effectiveness can be defined as ―the extent 
to which the information system actually contributes to achieving organisational goals‖ 
(Thong et al. 1996, p. 252). One example of organisational goals is the effect of 
information systems or information technologies on organisational performance (Thong & 
Yap 1996). The lack of effective applications for a business can be explained by the low 
use of information technologies. Two reasons for underutilisation of information and 
communication technologies (ICTs) in SMEs claimed by Acar et al. (2005) are the ‗lack of 
staff with appropriate skills‘ in information technologies and ‗most of the employees in 
SMEs are satisfied with existing methods‘ of conducting business (Acar et al. 2005).    
Other obstacles that hinder the use of information technology in organisations include: 1) 
ignorance of information technology by senior management; 2) poor communication 
systems within the organisation; 3) resistance to change by people in the organisation; 
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4) lack of knowledge about information technology in the organisation; and 5) a lack of 
instruments to measure benefits (Robbins et al. 2003). However, using technologies in 
organisations, according to Davenport and James (1990), will help redesign the work 
flow in the organisation and could lead to cost reduction, time reduction, output quality, 
and quality of work life.   
In summary, technology has been classified into three types: traditional technology 
(Drejer 2000), actual technology (Drejer 2000), and information technology (Kelley & 
Rice 2002). Different organisations may decide to utilise different types of technology 
depending on the type of business and requirements of business to acquire technology. 
Some organisations may use only one type of technology while other organisations may 
use two or more in combination. Technologies can be concluded as tools or systems by 
which they transform part of the environment and are derived from human knowledge to 
be used for business operations that can assist the operational processes of the business, 
eliminating operational costs, increasing the quality level of production, operational time 
savings, reliability, and flexibility in operational process. A better understanding of the 
term ‗technology‘ can be made through understanding the term ‗innovation‘, which is 
discussed in the next section of this chapter.  
2.3 Innovation 
Prior studies of innovation in the organisational strategy literature emphasise internally 
driven strategies of general product innovations (GPIs) (Turner et al. 2010). The term 
‗innovation‘ has been recognised as a dominant factor in maintaining worldwide 
competitiveness (Lin & Chen 2007). Most organisations adopt innovation into their 
organisation to improve their business performance (Oke et al. 2007), enhanced abilities 
to offer products or services to customers (Peter 2003) and better operational 
performance (Cooper 1998; Zhongming 2005). Innovation, by a widely shared definition 
by Schumpeter (1942) refers to the commercialisation of invention. However, this section 
will analyse the definition of several key terms of innovation, which firstly focuses on the 
definition of innovation, the conceptualisation of innovation, the types of innovations 
(technological innovation, and organisational innovation), and then processes of 
innovation. Understanding these key terms of innovation will enable SMEs, or 
entrepreneurs, to realise what they have used, what is being used, and what should be 
created or developed for the market and for business prosperity. These key terms are 
linked to one another but the value of innovation may vary between individuals, between 
groups, or between organisations depending on the nature of the SMEs. 
Gatignon et al. (2002) claimed that innovation is a broad concept involving people, 
processes, and technology by developing scales to measure new competence acquisition, 
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and competence enhancement. From a micro perspective, Gaynor (2002) suggests that 
innovation is a management discipline that focuses on the organisation‘s mission, 
searches for unique opportunities and determines whether they fit the organisation‘s 
strategic direction.  Furthermore, innovation defines measures of success and continually 
reassesses opportunities for organisations to improve their business performance 
(Gaynor 2002). Majaro (1992) explains that innovation is a dynamic process that 
requires the input of creativity to develop new ideas or assimilate existing ones in a new 
way with an emphasis to make something better. These innovations can include a 
physical product, a service, or a process.   
At this stage, innovation can be summarised as anything that is new to an organisation 
(Drucker 1999). Porter (1990) defines innovation as a new way of doing things that is 
commercialised, with the newness being either technological or market related. Roger 
(1983) defines innovation as the adoption of ideas that are new to the adopting 
organisation. The invented innovation will benefit the organisation if it is useful and well 
managed (Gaynor 2002). However, it is sometimes the case that the new innovation 
invented by the organisation is inappropriately used in that organisation due to the lack 
of incorporating people and processes in association with the learning process, and a 
shortage in training within that organisation (McAdam et al. 2007; Sadler-Smith et al. 
1999). 
Many research projects are conducted in response to the term ‗innovation‘ and are also 
motivated to innovate in response to the statement that ―…companies that don‘t innovate 
die‖ (Chesbrough 2003, p.xvii). To be able to survive in an industry, most organisations 
are seeking ways to develop products, processes or their services through innovation (Lin 
& Chen 2007).   
Chesbrough (2003, p.185) claimed that ―there are two ways to develop a new business: 
you can buy it or you can build it‖. It is easy for businesses to enter an industry, but it is 
difficult for businesses to survive because good business requires not only just financial 
investment, people, and infrastructure (Lin & Chen 2007), but  also  good strategic 
management, as well as a good understanding of the nature of the business and the 
industry itself (Mark & Brian 1996; Robbins et al. 2003). In addition to the term 
innovation, Chesbrough (2003, p.158) cited that ―innovation isn‘t just about finding new 
and better ways to grow your current business. It also represents a process for 
discovering a new business to expand your company beyond its current business‖. 
Chesbrough‘s work also confirms Schumpeter‘s work on innovation, which is about 
business cycles of the capitalist process; the domination of labour by capital that a class 
of capitalists are in command of the work process and organises that process for the 
purposes of producing profits (Harvey 1981; Schumpeter 1939; Solo 1951). 
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Two models of innovation were developed by Chesbrough (2003) for managing industrial 
research and development: a closed innovation paradigm (Figure 2-1; a) and an open 
innovation paradigm (Figure 2-1; b).   
            (a) A Closed innovation system  (b) Open innovation system  
 
  
 
 
 
Figure 2-1: Closed Innovation System and Open Innovation Systems Source: Chesbrough (2004) 
In the closed innovation paradigm, it is suggested that many research projects are 
internally conducted for the development of products, processes, or services to ensure 
that they are well aligned to the customers‘ needs. Then, only well-developed projects 
will enter a market, and mostly for existing markets. In the open innovation paradigm, 
many research projects are conducted for development of products, processes, or 
services. They are from both internal and external sources. The knowledge, or projects, 
that are developed from outside can then be combined with internal research and 
development (R&D) or solely used depending on the appropriateness and suitability of 
industry. The projects will then enter to either an existing market only; or to new 
markets only; or to both existing and new markets. The two paradigms serve different 
purposes depending on the industry (Chesbrough 2003). Information Technology has 
been a key innovative technology that is itself an innovation but is also a catalyst to the 
development and adoption of other new technologies (Thong & Yap 1996). 
Information Technology (IT) has been a key innovative technology that is itself an 
innovation but is also a catalyst to the development and adoption of other new 
technologies (Thong & Yap 1996). Even though innovations are popularly adopted in 
response to changes in internal and external environments (Damanpour 1992), the 
adoption of innovation is intended to contribute to performance or effectiveness of 
organisations, and specifically Thai SMEs in this study. Innovation is conceived to 
encompass the initiation, development, and implementation of new ideas or behaviours. 
The organisation can either purchase or develop the innovation (Damanpour 1992) upon 
the availability and capability of human resources, facilities, equipment, and financial 
ability to support. The following section provides an understanding in conceptualising 
innovation. 
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2.3.1 Conceptualising innovation    
Innovation has been conceptualised in many ways and studied from several perspectives 
(Damanpour 1992; Damanpour & Evan 1984) and innovation can be approached from 
perspectives, such as: the individual – focusing on personal traits; the organisational – 
focusing on innovation management; and the national – focusing on a nation‘s source of 
competitiveness (Kavoos 2007; Lester et al. 2002; Lin & Chen 2007; Oke et al. 2007). 
Innovation in the individual perspective focuses on the ability of individual characteristics 
to create new products, new services, or new processes that helps individuals to finish a 
task within a specific time frame. The organisation perspective focuses on the 
contribution of employees in the organisation to develop, create or invent new products, 
new ideas or new processes that benefit the organisation in terms of operational 
processes and management. In the national perspective, innovation arises in all countries 
where organisations contribute benefits to the country. McAdam (2007, p. 386) claimed 
that ―there is a need to fundamentally understand the process of innovation within SMEs 
from an SME context, rather than that of best fitting large organisational understanding‖. 
Understanding the innovation process will help reflect the creative ability of SMEs with 
customers and suppliers (Gatignon et al. 2002; McAdam et al. 2007). 
Schumpeter (1939) distinguished five different types of innovation which includes: 1) 
new products; 2) new processes (technological process innovation and organisational 
innovation); 3) new sources of supply; 4) the exploration of new markets; and 5) new 
ways to organise business.  There is an emphasis that, in new ways to organise business, 
it is important to focus on the customer, being ahead of competitors, and utilising new 
operational principles, including the use of the Internet to conduct business (Kerstin 
1999).   
However, this study is conducted with the focus on the organisation, specifically 
innovation management. Laforet and Tann (2006) address issues of innovation 
management in terms: of new product development; process innovation – which refers 
to investments in systems, technology, and people; culture – which refers to 
organisational values; and new ways of working. According to Lin and Chen (2007), there 
are four research streams in organisational innovations.   
The first stream is concerned with the type of innovation including typology, or the 
comparison of types of innovations and illustrations of various types of innovations.  
These include technological innovation (Cardinal 2001; Damanpour & Evan 1984), 
administrative innovation (Ravichandran & Rai 2000), strategic innovation (Lin & Chen 
2007), and process and product innovation (Darvenport 1993; Salavou & Avlonitis 2008). 
The second stream is about the examination issues related to the diffusion of innovation 
from various types of innovations (Rothwell 1992; Schumpeter 1939). The third stream 
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is about the investigation of the antecedents or determinants of organisational 
innovations such as the influence of structures, processes and people in the development 
of new products (Sorensen & Stuart 2000). The fourth stream is about the adoption of a 
consequence of utilising new improvements or development and the exploration of the 
relationship between innovation efforts and firm performance (Damanpour 1992; 
Damanpour & Evan 1984; Roper & Love 2002). The rationale for these research streams 
helps to portray daily innovation practices in a more effective way to achieving better 
organisational performance as the ultimate goal of implementing innovation (Lin & Chen 
2007).  
At a general level, Oke et al. (2007) studied and explored the types of innovation that 
SMEs pursue as previous studies of this type have been based on large firms. Based on 
Schumpeter‘s work (1939), Oke et al. (2007) classified innovation into three types based 
on other studies (Oke et al. 2007): product innovation; service innovation; and process 
innovation. Product innovation refers to new product offerings or product improvement. 
Service innovation refers to new developments in activities that are undertaken to deliver 
the core product and make it attractive to customers. Thirdly, process innovation 
involves creating or improving methods of production, service or administrative 
operations as well as developments in processes, systems and reengineering activities 
undertaken to develop products (Oke et al. 2007).  
Many studies have been conducted that explore the different types of innovation (Oke 
2007; Oke et al. 2007; Rothwell 1992; Schumpeter 1942). However, this research will 
follow innovation as described by Oke (2007), which consists of product innovation, 
service innovation and process innovation because these three categories can be 
measured by an improvement in business performance such as a decrease in lead time, a 
decrease in cost, and an increase in quality level. 
2.3.1.1 Product innovation 
A significant number of studies have focused on the association of market orientation 
with business performance and identified that market oriented firms can better satisfy 
customers and perform higher levels of operation (Dilani et al. 2007; Han et al. 1996; 
Mosey 2005). Danneels (2002) summarises from extensive literature reviews that new 
products with a closer fit to firm competences tended to be more successful. Product 
development is also addressed as one of the mechanisms by which firms create, 
integrate, recombine, and shed resources (Danneels 2002).   
A study on product innovation and performance focusing on SMEs (Salavou & Avlonitis 
2008) also extends the result that introducing new products featuring more differentiated 
characteristics for the market can achieve or gain performance rewards by customers 
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constantly calling for unique benefits and superior value. It is important that SMEs study 
the needs of their customers so that they can produce products according to their 
customers‘ needs. The present study argues that there is an extent to which a company 
that innovates their products will generate more customers and generate more profits as 
a consequence.   
Salavou (2002) developed an empirical study to investigate whether product innovation 
plays a moderating role in the relationship between market orientation and profitability of 
SMEs. Drawing upon data collected from the food industry in Greece, the findings 
suggest that product innovation is partially tied to the relationship of market orientation 
and profitability (Salavou 2002). However, Heany (1983) and Salavou and Avlonitis 
(2008) claimed that there are four types of product innovations that can be seen: 
product-line extension, product improvements, new products for the current market 
served, and new products for an established market in which the business offering the 
innovation is not typically recognized as a vendor (Danneels 2002; Heany 1983; Salavou 
& Avlonitis 2008). 
Prior studies of innovation in the organisational strategy literature emphasise internally 
driven strategies of the generational product innovation (Turner et al. 2010). To many 
firms or companies, a reputation as an innovative company is to both prized and actively 
sought after (Xu et al. 2008). Product innovation could gain reputation from customers to 
the company and create awareness and recognition to the customers about the 
development of new products and benefits they receive from product developments. On a 
general level, firms compete for competitive advantage via their tangible and intangible 
resources. The innovation literature highlights the tangible impact that new product 
development initiatives have on outcomes of innovation (Henard & Dacin 2010). 
The second type of organisational innovation is service innovation, which is discussed in 
the following sub-section. 
2.3.1.2 Service innovation 
Edvardsson and Olsson (1996, p.149) defined service innovation as a ―prototype for 
service, covering the need of the customer and the design of the service‖. As service 
innovation provides details of what customers need and what the company can desire 
from its customers, it is therefore important for a company to understand the customers 
better than their competitors. Agarwal et al. (2003) suggest that firms should have the 
capability of understanding their customers better than their competitors and that will 
give the service firm the ability to stay ahead of its competitors through new market 
offerings.  However, innovation plays an important role in differentiating the services of a 
company from competitors.   
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Victorino et al. (2005) studied the hospitality industry and demonstrated that a company 
should base their adoption of service innovation from suggestions by the customer, 
acceleration in information technology, and brand loyalty of customers. They also claimed 
that it is always important to add value to the customers‘ experience because customers 
will refer good experiences from products or services to their friends and relatives (Allred 
& Addams 2000). The purpose of the study by Victorino et al. (2005) was to explore 
customer tradeoffs for service innovation and examine the addition of innovative 
offerings and its relation to the hotel‘s core service concept. The result offers both 
academic and managerial contribution from hotel guests to acknowledge ―what‖ 
customers need and ―how‖ operational capabilities of service design must be aligned to 
economically benefit the operation of the hotel.    
According to Kotler (2006), market offerings include products together with services.  
Market offerings therefore can be considered as service innovations that can be seen 
when there are service-line extensions, service improvements, new services for the 
current market served, and new services for an established market in which the business 
is offering. The differences between products and services are classified into four areas 
1) degree of intangibility as services cannot be easily touched, smelled, or consumed; 2) 
the service cannot be inseparable from the production or consumption; 3) the degree of 
heterogeneity as the level of service may vary and cannot be standardized as products; 
and 4) the degree of perishability as services cannot be inventoried like products. Heany 
(1983) and Victorino et al. (2005) also suggested an understanding of the impact service 
innovation has on customers' choices within the hotel and leisure industry and discussed 
the influence of the creation of new services on both service development and 
operational strategy. Oke (2007) added that service innovations need to have the extent 
to which the following activities are pursued: revisions to existing products or services, 
adaptation of an existing product or service to meet specific customers, and adaptation 
of an existing product or service to meet or serve new markets.   
However, Gadrey et al. (1995) define service innovation as innovations in processes and 
innovations in an organisation for existing service products. In addition, Gadrey et al. 
(1995) claimed that service innovations can be described as new developments in 
activities undertaken to deliver core service products, such as the ability to make core 
service products more attractive to customers. The critical role of services has long been 
recognized (Hull & Tidd 2003), but is still not well understood. Most research and 
management prescriptions have been based on the experience of manufacturing and high 
technology sectors. There is a clear need to distinguish whether managing innovation in 
manufacturing is applicable to services (Hull & Tidd 2003). 
The third type of organisational innovation is process or administrative innovation, which 
is discussed in the following sub-section. 
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2.3.1.3 Process or administrative innovation 
Process or administrative innovation refers to creating or improving methods of 
production service administrative operations (Oke et al. 2007) and includes the culture 
and organisational learning process (Lee et al. 2008). Process innovation also includes 
development in the processes, systems and reengineering activities undertaken to 
develop new products (Khazanchi et al. 2007; Oke et al. 2007). However, Laforlet and 
Tann (2006) highlighted success factors in process innovation as promoting a corporate 
culture (Pavitt 1991), creating a structure that reflects the effective use of systems and 
technology, and investors in people.   
Barnett and Storey (2000) suggested that process innovation was part of the long-term 
organisational revolution. In SMEs, most companies emphasise both process innovation 
as much as product innovation (Barnett & Storey 2000). To improve the process 
innovation in an organisation, Shone (1985) and Kavoos (2007) suggested problem 
solving in the innovation process to successfully operate the business. Other innovation 
processes that can be seen in the organisation are to invest in new machinery or 
computers, or to implement new systems and policies, or to re-train people for new 
opportunities (Kavoos 2007). Three areas for improvement are suggested by Shone 
(1985) and Kavoos (2007), and include leadership, team support and the process of 
innovation (Nieto 2004; Paul et al. 2005; Shone 1985). The management level needs to 
improve his or her leading skills in order to decide whether to stop or proceed with a 
project. If the leader foresees the failure of an innovation in the beginning then the 
project should be cancelled; the leader can prevent a loss for the organisation.  In team 
support, an organisation can improve the efficiency of innovation by replacing the solo 
problem solver with two or more people who can support one another (Paul et al. 2005; 
Shone 1985). Lastly, in the process of innovation, it is based heavily on ‗selection‘ (Nieto 
2004; Shone 1985). Shone (1985, p. 48-9) claimed that ―selection should be more like 
market research, and the magnitude of potential gain, and the kind of resource to be 
utilised should be estimated at the first stage‖. This would help avoiding failure in the 
process innovation.  
To improve process innovation, changing the company processes is important in SMEs as 
the size of an organisation is not too big. SMEs owners or managers need to deal with 
different situations at all times and rapid decisions are required. Shone (1985) suggests 
two key factors that help improve the process innovation in the organisation, leadership 
and team support.  In terms of leadership, better management is required and Shone 
(1985, p. 46) claims that ―better management means that innovation is planned i.e. the 
process is split into sequential stages, with a clearly defined end result for each stage so 
that success or failure of that stage can be seen‖. In terms of team support, Shone 
(1985) and Nicholas and Abby (2005) suggest that to improve the efficiency of 
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innovation, replace ‗the solo problem solver‘ by two people who can support each other 
because innovation can guide all people in the same organisation to follow and help each 
other to complete the tasks. Process innovation is then derived from leaders or business 
owners as they change the company process to achieve better benefits for the company. 
Process or administrative innovation can be seen in most organisations at present. Lee et 
al. (2008) studied the impact of organisational culture and learning on innovation 
performance and the results showed that there is a positive and significant association 
between organisational culture and innovation, and also between organisational learning 
and innovation performance. In summary, firms of an efficient culture have the best 
process innovation, and firms with an innovative culture have the best administrative and 
product innovation. Similarly, as for organisational learning, the result proves that high 
learning-oriented firms have better processes, administration and product innovation 
than low learning-oriented firms (Lee et al. 2008). Processes and administration are 
therefore important for the organisation and recognised as an important category of 
organisational innovation (Lee et al. 2008; Oke 2007; Sorensen & Stuart 2000). In 
summary, organisations perceive successful innovation through the improvement of 
business performance, an input of creativity to develop new ideas or assimilate existing 
ones in a new way with an emphasis to improve products or processes, and a new way of 
creating or developing products that is commercilised with the newness being either 
technological or market related (Drucker 1999; Gatignon et al. 2002; Gaynor 2002; 
Porter 1990).  
When discussing innovation, technological innovation is another important topic. 
Technological innovation can be seen in most companies and the following sub-section 
discusses technological innovation. 
2.3.2 Technological innovation 
After Schumpeter (1939) put forward the theory of business innovation, firm size and 
technological innovation have been the focus of business innovations. Technology 
innovation refers to a process in which enterprises apply innovated knowledge, new 
technology and new processes, and adopts new modes of production and management to 
improve product quality, develop new products and provide new services to capture the 
market and realize market value (Liu & Tang 2010).  
Technological innovation is a fundamental driver for competitiveness for firms in a wide 
variety of business sectors and a main source for enterprises to enhance competitiveness 
to gain competitive advantage (Dodgson et al. 2008; Xu et al. 2008). Liu and Tang 
(2010) concluded that technological innovation is the integration of technology, 
knowledge and the market, a complex process, which includes conception, development, 
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promotion and application of new technologies. The essence of technology is knowledge 
(Liu & Tang 2010). Managers or owners of technological innovation in the business have 
to know about the broad and aggregate features of innovation. The type of technological 
innovation varies depending upon many factors such as whether the innovation is 1) 
radical or incremental, where radical innovation includes breakthroughs that change the 
nature of products and services, whilst incremental innovation includes minor changes to 
existing products, which cumulatively improve the performance of products and services 
(Dedrick et al. 2007; Dodgson et al. 2008; Sisaye 2001); 2) continuous or discontinuous 
innovation, or whether the innovation is sustaining or disruptive (Corso & Pellegrini 2007; 
Tushman & O'Reilly 1997); 3) changes over life cycles of innovation (Westerman et al. 
2006); 4) modular in innovation (Argyres & Bigelow 2010); 5) dominant design of 
innovation that differentiates their businesses from competitors  (Buenstorf & Klepper 
2010; Westerman et al. 2006); and 6) open or closed innovation strategies (Chesbrough 
2003).  
The technological development is guided in such a way as to reduce the rate of 
mutational error (Murmann & Frenken 2006). From a strategic point of view, different 
profiles of innovators represent the strategic choices of the innovating organisation and 
can be equally effective (Feng 2005). Embracing technological advances is the need to 
develop skills and competencies to better contribute to the perception of successful 
implementation of innovation management (Kandampully 2002; Prahalad & Hamel 
1990).   
The organisation that adopts a technological approach to innovation has been classified 
into three types: 1) technology developers – organisations with technological leadership 
and technologies mostly come from internal research and development investments 
(Chesbrough 2003); 2) leading technology - organisations that adopt technologies and 
modify externally developed technologies in order to suit specific internal requirements; 
and 3) technology followers - organisations that adopt technologies that are already 
developed by competitors. The leading technology type and the technology followers are 
also defined as an open system of innovation (Chesbrough 2003). Technological 
innovation was applied in this research to examine technological factors that contribute 
to perceptions of successful implementation of innovation management in Thai SMEs. 
Organisational innovation is another area of this research, which is discussed in the 
following sub-section. 
2.3.3 Organisational innovation 
According to Damanpour (1992), organisational innovation pertains to all parts of the 
organisation and to all aspects of its operation, which brings improvement and 
development to the performance of the organisation. Laforet and Tann (2006) suggests 
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that SMEs could manage innovation effectively and efficiently through optimising 
organisational structure by promoting a corporate culture, creating a structure that 
reflects the effective use of systems, technology and people. Organisational innovation 
also refers to innovation management initiatives and is a firm-level type of innovation 
(Salavou et al. 2004).  Salavou et al. (2004) proposed that organisational innovation 
comprises of three main characteristics: internal strategy-driven characteristics, external 
competition-related characteristics, and control variables.   
The internal strategy-driven characteristics refer to the market orientation, learning, and 
technological policy of the company. The external competition-related characteristics 
refer to the type of business and the barriers to entry for that industry. Lastly, control 
variables refer to firm size, firm age, market share, capital ownership, administrative 
intensity, and product categories (Salavou et al. 2004). Market orientation and learning 
are linked to process learnings and are considered a key strategic variable that drives 
innovation in the company (Stata 1989). Early economic analysis suggests that a high 
degree of industry concentration and barriers to enter that industry provide incentives for 
innovation (Schumpeter 1942). This is because the high degree of industry concentration 
and barriers to entry discourage competitive initiative while yielding higher profits 
(Salavou et al. 2004; Schumpeter 1942).    
Organisational innovation mostly can be seen in large organisations (Laforet & Tann 
2006) because large organisations have the financial ability and can often invest in new 
technologies and equipment, providing world-class skills and training to their workforce 
and win new markets. However, organisational innovation is even more important for 
SMEs. SMEs need to be careful in operating their business as they are faced with a fierce 
and highly competitive environment (Salavou 2002). A consideration for having 
organisation innovation is said to be a competitive tool for SMEs to survive in the 
industry (Oke et al. 2007). Organisational innovation is applied to this research to 
examine organisational factors that contribute to perceptions of successful 
implementation of innovation management in Thai SMEs. The next section will discuss 
process innovation, particularly in SMEs.    
2.3.4 Processes of innovation in SMEs 
According to the processes of innovation, many processes of change observed in social 
entities are changes in organisations and not in systems (Kaufmann & Tödtling 2001; 
McAdam et al. 2008). In this research, the processes of innovation refer to the changes 
in the organisation for improved performance, which can be in terms of new product 
development, process innovation, culture and new ways of working. As the operational 
process and ability to operate business increases by utilizing actual technology, the 
actual operating time in actual technology can be reduced, costs can be decreased, and 
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level the of quality is increased. These are the consequences of achieving innovation 
(Kaufmann & Tödtling 2001; Zhu et al. 2006).   
In a mode of change, two types of mode of change occur, prescribed and constructive 
(Poole et al. 2000). A prescribed mode of change refers to the development of entities in 
a calculable way where they are prescribed and predictable because they are based on a 
previous stage. A constructive mode of change refers to a change in basic assumptions 
or frameworks, which represents a break from the past (Tushman & O'Reilly 1997). The 
outcome in a constructive mode of change is therefore unpredictable because it is 
discontinuous with the past and there is a high degree of uncertainty (Lovorka et al. 
2007; Sadler-Smith et al. 1999).                               
Poole et al. (2000, p. 67) cited that ―change and developmental processes go on at many 
organisational levels, including the individual, group, organisations, or networks of 
organisations, and even larger communities or societies of organisations‖. Rothwell 
(1994) studied the process of innovation and suggested that innovation processes are 
developed over periods of time.  
The innovation process can be further explained by Hsu et al. (2008) that greater overall 
organisational and system integration, which includes external net-working, are required 
for most organisations in the present generation because the business environment is 
ever-changing and is associated with the intensity of competition in this era. In brief, 
most organisations are required to be flexible, electronically assisted in terms of product 
development, operate fully developed internal databases and have effective external links 
(Rothwell 1994; Tarafdar & Gordon 2007) in order to be ahead of competitors and meet 
the needs of customers. However, innovation in large corporations and SMEs are 
different due to factors such as investment, knowledge of a particular industry, and 
readiness for innovation (Oke et al. 2007; Rothwell 1992; Salavou et al. 2004).  The next 
section discusses innovation in SMEs.   
2.3.5 Innovation in SMEs 
Oke et al. (2007) claimed that previous studies on innovation and new product 
development in SMEs have largely focused on product innovations. The innovation 
process traditionally involves huge financial resources and is considered risky for SMEs 
(Caputo et al. 2002).   
SMEs therefore need to understand two important terms: innovation performance and 
business performance (Laforet & Tann 2006; Luca & Atuahene-Gima 2007). Innovation 
performance will lead the business to be better at time-to-market for new ideas, be the 
first to the market with innovative products or services, be perceived by the customers 
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as being innovative, and have a greater variety of products in their portfolio. Lafolet and 
Tann (2006) claimed that the major issue for SMEs at present is to find ways to maintain 
their position and to survive by maintaining or increasing market share through 
innovation.   
Innovation in SMEs requires a process of knowledge accumulation or learning, both 
internally and externally. A significant factor for Japanese competitive success relates to 
the quality of informal information exchange during product development, including the 
interchanges at the supplier interface, leading to fast, efficient and flexible development 
processes (Amara et al. 2008; Oke et al. 2007; Rothwell 1994) and can be a good 
example for current SMEs.   
Laforet and Tann (2006) suggest that innovation is fundamental to SMEs because they 
will have to find ways for their business to survive and maintain their competitiveness in 
the market place.   
The next section discusses improved business competency and performance in the 
organisation that can lead to a competitive advantage and business success to small and 
medium sized organisations. Business competency is discussed in the following section.     
2.4 Improved business competency and 
performance 
Competency can be defined as a unique combination of knowledge and skills that allow 
for the generation of a series of profile innovations (Chiesa & Barbeschi 1994).  Garavan 
and McGuire (2001) explain that, philosophically, competency finds its roots in the 
writing of Taylor (1911), about his espousal of the ―one best way‖ of fulfilling a task.  
One perspective argues that the notion of competencies can be both liberating and 
empowering in a workplace (Garavan & McGuire 2001). Boyatzis (1982, p. 21) initially 
defined core competency broadly as ―an underlying characteristic of a person‖ while 
Hornsby and Thomas (1989, p. 53) define competencies as ―the knowledge, skills and 
qualities of effective managers/leaders‖. The term competency was studied and 
introduced by many authors such as Praharad and Hamel (1990), Boyatzis et al. (2000), 
and Woodruffe (1993).   
The term ‗improved business competency‘ as used in this study refers to an underlying 
characteristic of an organisation which comprises of knowledge, skills and qualities for 
effective operation (Boyatzis et al. 2000; Boyatzis 1982; Hornby & Thomas 1989; 
Woodruffe 1993) and it is the performance repertoires that some people or organisations 
carry out better than others (Woodruffe 1993). In addition, Lin and Chen (2007, p. 127) 
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claimed that ―innovation is one of the core competencies of today‘s business world.  
Those companies that embrace it are more likely to excel in the ever-increasing 
competitive business environment; those that are indifferent to it may gradually lose 
their ground while competitors come to surpass them‖. As a consequence, the issue of 
improved business competency has assisted businesses to survive due to the increasing 
rate of international business or globalisation that creates exposure to competition from 
foreign firms to local businesses (Siddiqi 2000). Some examples of competencies in the 
organisation include the drive to achieve results, self-confidence, good orientation to win 
in the long term and cooperation to work with other people (Woodruffe 1993).   
Competencies have been categorized by Boon and Van der Klink (2001) into three 
distinct perspectives comprising of: competencies as individual characteristics; 
competencies as characteristics of organisations; and the notion of competencies as a 
tool to structure and facilitate communication between education and the labour market 
(Boon & Van der Klink 2001). Only competencies as individual characteristics and the 
notion of competencies were addressed in the findings and these will be explained below. 
2.4.1 Competencies as individual characteristics 
These characteristics are considered to be innate of a person (Fletcher 1992). These 
characteristics include emotions, attitudes and cognition. There is an argument that 
these characteristics cannot be learned but are rather developed (Fletcher 1992). 
Competencies are defined as individual characteristics such as the knowledge, skills, 
and/or abilities required to perform a specific job (Baum et al. 2001).  However, specific 
competencies are those related to the industry that the firm is operating in and to the 
technological knowledge required within it.   
2.4.2 The notion of competencies 
This perspective argues that competencies represent a tool to improve communication in 
education and the labour market (Garavan & McGuire 2001). Garavan and McGuire 
(2001, p. 149) further suggests that ―the educational sector is now expected to be a 
partner in the creation of knowledge and the development of human resources who are 
flexible and capable of working within innovative environments‖. Another perspective 
argues that competency notions should be output-based or work-oriented and consider 
the outputs associated with effective performance (Martin & Staines 1994). However, 
Prahalad and Hamel (1990) argue that work-based learning activities represent 
components of organisation success and strategies. The notion of competencies therefore 
refers to the continuous development process that can be highlighted in the organisation 
and lead the organisation to succeed and achieve profit.      
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Business competencies are helpful for all organisations as ―it is communication, 
involvement, and a deep commitment to working across organisational boundaries‖ 
(Praharad and Hamel, 1990, p. 82) and improved business competency is a key 
organisational resource that could be exploited to gain competitive advantage (Nadler & 
Tushman 1999; Tushman & O'Reilly 1997). Praharad and Hamel (1990) claim that core 
competency does not diminish with use. The competencies will be enhanced over time as 
they are applied and shared. ―They are the engines for the new business development‖ 
(Praharad and Hamel, 1990, p. 82). Therefore, management requires the ability to 
consolidate corporate-wide technologies and production skills into competencies that 
empower individual businesses to adapt quickly to changing opportunities of the 
organisation (Prahalad & Hamel 1990). However, six major entrepreneurial competencies 
are distinguished (Fastré & Van Gils 2007) comprising of: 1) opportunity, 2) relationship, 
3) conceptual, 4) organizing, 5) strategic, and 6) commitment competencies. These six 
major entrepreneurial competencies will be explained in comparison with the 
organisational, technological, and environmental factors in Section 2.5 later in this 
chapter. 
Baum et al. (2001) suggests that competencies are defined and can be in the form of the 
ability to create new products, services, skills, work processes, or abilities required to 
perform a specific job (Baum et al., 2001, p. 293). Two concepts of competencies were 
introduced by Baum (2001), comprising of general and specific competencies.  General 
competencies refer to the management skills that are independent of the firm context 
such as oral presentation skills, the use of power to lead and control subordinates, and 
decision-making abilities. Specific competencies are competencies related to the industry 
the firm is operating in and to the technological knowledge required within the 
competency (Fastré & Van Gils 2007).   
Many authors have developed an understanding of core competencies and classified them 
into different areas, such as: 1) core competencies in personnel management Greatrex 
and Phillips (1989) 2) behavioral competencies by Woodruffe (1993), and 3) 
entrepreneurial competencies by Fastre & Van Gils (2007). However, competencies 
reported in this research are entrepreneurial competencies. 
Fastre and Van Gils (2007) summarise that scientific research relates successful 
entrepreneurship to three factors, which are: 1) the organisation (organisational theory), 
2) the environment (strategic management theory), and 3) the individual (psychology, 
organisational behavior, entrepreneurship theory) (Baum et al. 2001; Dollinger 2008; 
Fastré & Van Gils 2007). Entrepreneurs in SMEs involve people, organisations, 
environments and strategic management for the business to survive.  The three theories 
mentioned in Fastre and Van Gils (2007) are covered in this research.   
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Entrepreneurial competencies are ―high-level characteristics encompassing personality 
traits, skills and knowledge, and therefore can be seen as the total ability of the 
entrepreneur to perform a job successfully‖ (Fastré & Van Gils, 2007, p. 387). Therefore, 
entrepreneurs need to have entrepreneurial competencies to be able to operate their 
business successfully. 
When applying technology into the organisation, differences in productivity can be 
expected (Keller 2004). Most SMEs worldwide are now turning their interest to 
technological factors where they believe that technology will assist them with better 
performance at a higher quality. The pattern of worldwide technological change is thus 
determined in large though international technology diffusion (Keller 2004). Technology 
is then emphasized more in the strategic management of organisation. Organisational 
technology has been previously discussed in section 2.2.1.1 but, now also includes 
training, interpersonal search and managing interaction into the same organisational 
category (Baum et al. 2001; Jaffe et al. 2002). This implies that training, interpersonal 
search and managing interaction have to be considered in relation to technology to 
enhance the ability of employees in SMEs to work at the highest performance level 
possible. Relationship competency therefore refers to the ability to communicate with 
other people, which includes both within the organisation and with other people outside 
of the organisation. The technology in regards to the relationship competency implies 
that the organisation should utilise appropriate technology in the organisation (Westphal 
2002). These three competencies (strategic, organizing and relationship) are required to 
be a vital focus in strategic planning to benefit the operation of the business.    
The following topic discusses the Organisation, Technological, Environmental framework 
that is used in this research. 
2.5 Organisational, technological and 
environmental framework (OTE Framework) 
offered by Tornatzky and Fleischer (1990) 
Tornatzky and Fleischer (1990) developed a framework that explores organisational, 
technological, and environmental factors in a specific context, referred to as the OTE 
framework, or TOE. These factors are used as the scope and framework for this study.  
Firstly, the organisational factors, or context, are defined as the organisation itself and 
provides a rich source of structures and processes.  
The firm drives the organisation to develop or initiate innovation. Examples of an 
organisational context include organisation structure, size, management style, and 
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human resources. Secondly, technological factors refer to tools, machines, skills or 
equipment that a firm operates. The example of technological factors includes the 
availability of technologies, functionality, reliability, compatibility and relative 
advantages. Lastly, environmental factors refer to the external environment that affects 
the operation of a firm. The examples of environmental factors include competition 
intensity, information intensity, industry life cycle, and technology support infrastructure.  
Figure 2-3 presents the three elements of a firm context that influence the process by 
which it adopts and implements technological innovations, which are the organisational, 
technological, and environmental context developed by Tornatzky and Fleischer (1990). 
 
 
 
 
Figure 2-2: OTE framework by Trotnatzky and Fleischer (1990) 
The OTE framework was adopted and applied in the Thai context, and adjusted to be 
more appropriate in order to understand how organisational, technological and 
environmental factors impact on innovation adoption in Thai SMEs. This revised 
framework is demonstrated in Figure 2-4 below.   
 
 
 
 
 
 
Figure 2-3: The research framework utilising OTE 
In this study, organisational factors, technological factors and environmental factors are 
studied to understand their importance in the creation of innovation and value creation 
for Thai SMEs, which will develop into business competencies of the organisation. 
As has been argued previously and according to a review of the literature from previous 
studies, organisational factors, technological factors and environmental factors in each 
organisation can contribute to innovation. There is a view that if innovation in the 
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organisation is developed, then an organisation can create and highlight their innovation 
as an improved business competency.  
Value creation is a consequence of the improved business competency of an organisation. 
The organisation has to continuously sustain and improve their business competency and 
performance as well as the value creation of the organisation to maintain their 
competitive advantage, be able to compete with their competitors and to be ahead of 
their competitors. In sustaining and improving a business competency and value creation 
of the organisation, the improved business competency and value creation can contribute 
to the perceptions of successful implementation of innovation in small and medium sized 
enterprises. Thus, business performance can be achieved.  
The following sections explain the characteristics of each OTE component:  
2.5.1 Organisational factors 
Tornatzky and Fleischer (1990) defined the organisational context in terms of several 
descriptive measures including organisation size, organisation formation, organisational 
structure, human resources, availability of resources, decision making, links between 
employees, and the transactions performed throughout the organisation.  Hofstede 
(1993) stated that a number of management theories may not, or only partly apply 
outside the borders of their countries of origin as he suggests ―different managers and 
culture may use different accents‖ (Hofstede, 1993, p. 82). The firm itself provides a rich 
source of structures and processes that facilitates the adoption of technologies and 
innovations, and the implementation of innovations. The result of all implementations in 
the organisation are the result of both intentional and unintentional decisions and actions 
taken by organisational members (Tornatzky & Fleischer 1990).   
Different organisations face different innovation opportunities. However, innovation in 
organisations can be exploited depending upon the degree of match between the 
innovation characteristics and the processes that are managed within the organisation 
(Hackney et al. 2006). Tichy (1986) theorized that organisational change occurs in 
response to three major sources of organisational uncertainties: uncertainty associated 
with technical designs, with political allocations, and with organisational ideologies. Many 
researchers introduced different organisational factors in their studies, and include: size 
of the organisation (Hackney et al. 2006; Lertwongsatien & Wongpinunwatana 2003; 
Thong 1999), age of the business (Kamal 2006), culture (Aguila-Obra & Padilla-Melendez 
2006; Kamal 2006), organisational structure (Kamal 2006), innovation ability (Thong 
1999), financial (Kamal 2006), investment (Kamal 2006), leadership (Lertwongsatien & 
Wongpinunwatana 2003), and customer reaction (Kamal 2006), and performance (Kamal 
2006). After an intensive review of various literature and from the findings of this 
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research, organisational factors in this research will include: culture, size of the 
organisation, organisational structure, management style, and organisational 
performance as they were highly mentioned in the data collection process. They are 
presented below:     
2.5.1.1 Culture 
Hofstede and Bond (1984) identified four dimensions related to basic anthropology or 
societal issues, which are: power distance, uncertainty avoidance, individualism versus 
collectivism, and masculinity versus femininity. Power Distance is defined as ―the extent 
to which the less powerful members of institutions and organisations accept that power is 
distributed unequally‖ (Hofstede and Bond; 1984, p. 419). The second dimension, 
uncertainty avoidance, is defined as ―the extent to which people feel threatened by 
ambiguous situations, and have created beliefs and institutions that try to avoid these‖ 
(Hofstede and Bond; 1984, p. 419). The third dimension, individualism; is defined as ―a 
situation in which people are supposed to look after themselves and their immediate 
family only‖ and collectivism is defined as ―a situation in which people belong to in-
groups or collectivities which are supposed to look after them in exchange for loyalty‖ 
(Hofstede and Bond; 1984, p. 419). The forth dimension, masculinity versus femininity, 
is defined as ―a situation in which the dominant values in society are success, money, 
and materials‖ and femininity is defined as ―a situation in which the dominant values in 
society are caring for others and the quality of life‖ (Hofstede and Bond, 1984, p. 419).  
Hofstede‘s dimensions can be linked to many variables measured in cross-cultural 
studies. This was modified by Trompenaars (1993, 1996) who defined culture in terms of 
universalism versus particularism, affective versus neutral relationships, specificity 
versus diffuseness, achievement versus ascription, and internal versus external control.  
However, many studies on organisational culture refer to Hofstede‘s cultural theory (Fang 
2010). 
As the number of employees in an organisation increase there is potential to employ 
people from different cultures. To develop organisational culture into practice requires 
mutual understanding of all people in the same organisation to follow. Deshpande and 
Farley (2003) focused on an extended model of competing values of organisational 
culture, and also focused on how organisational culture, market orientation, and 
innovation affect the performance of firms competing in business-to-business markets.  
Their findings were different across countries as all variables such as bureaucracy and 
hierarchy, innovativeness, organisational climate and performance influenced culture and 
business operations. The differences generally reflect characteristics of national culture 
(Deshpande & Farley 2004).   
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Organisational culture is defined as the pattern of shared values and beliefs that help 
individuals understand organisational functioning and the norms for behaviour within the 
organisation (Deshpande & Webster 1989). Tucker (2001) studied organisational culture 
and claimed that culture can be described as a company‘s values, traditions, priorities 
and paradigms. Organisational culture is claimed to provide an emotional sense of 
involvement and commitment to organisational values and moral codes and strongly 
affects employee performance and, ultimately, organisational effectiveness (McAdam et 
al. 2008; Ott 1989). Therefore, the relationship between organisational culture and 
performance is mediated by the way companies search for, and filter, the information 
from the market place and by their responsiveness to be able to improve and develop 
their business competency and operate their business to achieve profit. 
Organisational routines are believed to depend on the type of culture of the organisation 
(Deshpande & Farley 2004; Deshpande & Webster 1993). A well established 
organisational culture will help assist the organisation to be strong and capable to 
compete with rivals in the industry. In a broad sense, organisational culture is a rich 
mixture of ideas, theories and frameworks principally from other intellectual traditions, 
notably anthropology and sociology (Liu et al. 2006). Firms or business organisations 
have to understand how customers evaluate processes and outcomes and have to meet 
or exceed customer expectations. While competences and capacities can be acquired 
externally the values that create an organisational culture that supports and encourages 
innovation needs to be embedded in the organisation (Lin & Peng 2005).   
In summary, culture has a great impact on organisations. Different organisations have a 
different culture and the length of time that businesses operate in the industry can be 
determined by the organisational culture. Larger sized organisations allow greater 
advantages to the organisation such as financial resources, human resources, and 
innovation adoption. There are many limitations to smaller organisations such as 
difficulties in finding financial resources, lack of opportunity to recruit good people to 
work in the organisation, and difficulty to find and implement appropriate technology in 
the organisation.   
2.5.1.2 Size 
Gad El Mola (2006) proposed the Hierarchy Performance Model and suggested that the 
overall objectives of business performance include financial and non-financial 
performance. Financial performance includes market share, profitability and cost while 
non-financial performance includes quality, flexibility, productivity, time, customer 
satisfaction and dependability. Zhu, Kraemer, and Xu (2003) concluded that larger 
organisations had some advantages over smaller organisations regarding innovation 
adoption. However, Thong (1999) and Laforet and Tann (2006) mention that larger 
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businesses have more resources and infrastructure to facilitate innovation adoption, and 
small businesses suffer from a lack of financial resources.   
Rogers (1995) examined the factors leading to organisational innovation and found that 
the size of the organisation does matter. In addition, a study by Acar et al. (2005) 
confirmed that there is an intensive use of Information and Communication Technologies 
(ICTs) in many industries when firm size becomes larger. The use of technologies are 
intensively seen in larger organisations because they have stronger computerized 
memory and are evidenced by many statistically significant differences observed in 
organisational activities such as designing, accounting, scheduling and marketing (Acar 
et al. 2005).   
Laforet (2009) examined the effects of size, strategic orientation and market orientation 
on innovation. While it was found that size and strategic orientation have an effect on 
process innovation, size also has an impact on strategic orientation and market 
orientation. Laforet‘s study addressed a gap in the literature by showing that size, 
strategic orientation and market orientation are interrelated and, that customer 
orientation is a direct impact of innovation. However, Laforet (2009) claims that many 
researchers indicate that new small firms are continually entering the market with new 
ideas, products and processes (De Jong & Marsili 2006; Laforet 2009). The SMEs that 
innovate successfully would increase their chances of survival and growth. An appropriate 
size for organisations depends heavily on financial investment and the visions and ability 
of owners or managers of the organisation.  
2.5.1.3 Organisational structure 
Organisational structure defines each enterprise member‘s position and the 
communication and relationship between those positions (Cardullo 1999). Many 
researchers have focused on the structure of the organisation, such as: Grover and 
Goslar‘s (1993) focus on centralization and formalization, Chau and Tam‘s (1997) focus 
on formalization on system development and management, and Kamal‘s (2006) focus on 
management style. Organisational structure can also be discussed in terms of developing 
an organic or mechanistic organisation, resulting in the ability to adopt technology or 
innovation into the organisation (Kamal 2006 cited in Chang-Shuo-Lin 2006). However, 
the interpretation of organisational structure is largely in terms of possession of power, 
processes in the organisation, decision-making power, and influence. The ongoing 
restructuring of management and organisational practices designed to cope with an 
increasingly complex and rapidly changing knowledge-based economy has received 
increasing attention from scholars from a diversity of disciplines (Laursen & Foss 2003).     
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For SME managers or owners to efficiently manage and operate, the organisational 
structure has to be organic, practical and well constructed to ease the administration and 
decision making processes (Aguila-Obra & Padilla-Melendez 2006; Salavou et al. 2004). 
Other success factors highlighted in these included: promoting a corporate culture, 
creating structure reflecting in the effective use of systems and technology and investors 
in people (currently known as process innovation), analysing competitors, and developing 
co-operations and partnerships similar to the networking concept (Laforet & Tann 2006; 
Randøy & Goel 2003). The organisational structure is important to be clarified to 
employees to clearly undertake their work duties more efficiently. 
2.5.1.4 Management style 
While a company‘s culture may be centered on creativity, managers need to ensure that 
its climate does not stifle innovation by fostering an unwillingness to make a mistake or 
take a risk. But taking risks, without managing that process, is even more risky (Tucker 
2001). Management within the organisation must allow for diversity and creativity, time 
and other resources to generate and test different ideas (Lin & Peng 2005). High 
performers have been identified as proactive in strategic orientation and exhibit 
entrepreneurial personal value; and lower-than-average performers were reactive in 
strategic orientation and exhibited conservative personal values (Zoysa & Herath 2007).   
Management style depends heavily on leadership (Veloso & Fuchs 2004). According to 
O‘Regan et al. (2006), innovation is addressed through three main dimensions of the 
organisational environment: strategic management, culture and leadership. The impact 
of leadership on organisational effectiveness is well documented in the literature of 
leadership management (O'Regan et al. 2006). For example, Randøy and Goel (2003) 
referred to the transformation of the owner and manager of a family business to a non-
family business had a great impact to organisational performance. Randøy and Goel 
(2003) found that founder-led firms that intended to reduce their family involvement 
should strengthen alternative corporate governance mechanisms such as those provided 
by stockholders and foreign investors and limit inside ownership because family 
involvement can be a barrier to business improvement or business growth.    
According to SMEs‘ characteristics, organisations are considered small to medium sized 
where the number of employees is less than 100 people (Soonthornthada & Sevilla 2000; 
Wiboonchutikala 2001). Leaders must be able to think, plan, decide and solve problems 
and run the business efficiently. As the size of the organisation is limited, the leaders or 
owners should be able to deal with their employees directly and must have leadership 
skills to manage employees efficiently. The management style must be well suited or 
appropriate with the employees in the organisation to avoid conflict.     
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2.5.1.5 Innovation capability 
Contemporary organisations require a strong learning orientation to gain competitive 
advantage (Susan et al. 2009). Innovation capability should be developed into a 
competitive advantage of an organisation (Fan 2006). According to a review of the 
literature, the present investigation delineates four components of learning orientation 
that can lead to innovation capability to an organisation, which are: commitment to 
learning, shared vision, open-mindedness, and knowledge sharing within an organisation 
(Calantone et al. 2002; Heejun et al. 2004).  
Cavusgil et al. (2003) studied a US manufacturer and service firms to examine the effect 
of tacit knowledge transfer on firm innovation capability. Their study focused on 
relationships between inter-firm relationship strength and tacit knowledge transfer, the 
extent of tacit knowledge transfer and innovation capability, and innovation capability 
and innovation performance based on the theory of knowledge. Empirical results 
generally support the predictions from the theory and managerial implications that can 
demonstrate the creation of innovation capacity in the organisation (Cavusgil et al. 
2003). 
Fan (2006) studied the significance of the innovation capability of domestic firms in late-
industrialized countries in China as well as the history of China's telecom-equipment 
industry from the middle of the 1980s to 2002, with a focus on the innovation capability 
development of four domestic firms, which were: Huawei, ZTE, DTT, and GDT. His study 
found that innovation capability and self-developed technologies have been the key to 
leading domestic firms' catching up with the multinational corporations (Fan 2006). This 
finding can guide a business through innovation capabilities and development 
experiences at the company level focusing on building their innovation capability and 
being supplemented with external alliances (Cavusgil et al. 2003; Fan 2006). With 
regards to this literature, innovation capacity is one of organisational factors being 
focused on in this research. 
2.5.1.6 Organisational performance 
Chaganti and Chaganti (1983) found that innovation, knowledge, creativity, and 
managerial competence were important for successful performance in small businesses in 
Canada. Industrial, managerial and entrepreneurial experiences of owner/managers, 
along with several external factors such as competition environment, information 
technology and support from government positively contributes to success in small 
business operations (Davidson 1991; McAdam et al. 2008). Wijewardena and Cooray 
(1996) identified the efficiency of management, good labour and customer relations, and 
owner/managers‘ knowledge and experience contributes to high performance 
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(Wijewardena & Cooray 1996). To be truly successful, small business owners must have 
a mission, personal willingness to do business, market capability and attention to detail 
(Beam & Carey 1989) because all of these together can lead to business success. 
Previous studies and literature on SMEs and innovation have suggested various 
organisational factors. However, the following organisational factors: culture; size and 
structure; management style; innovation capability and performance are found to be 
frequently used as organisational factors in identifying innovation in SMEs. The next 
section discusses the technological factors of this study. 
2.5.2 Technological factors 
Tornatzky and Fleischer (1990) state that the technological context, both internal and 
external, is relevant to the organisation. The technological context includes current 
practices and equipment internal to the firm (Lertwongsatien & Wongpinunwatana 2003; 
Lin & Chen 2007; Thong 1999) as well as providing a pool of available technologies 
external to the firm (Aguila-Obra & Padilla-Melendez 2006). Technological factors include 
in this research are relative advantages, design or available technologies, compatibility, 
and the capacity of machines as they were regularly mentioned in the data collection 
process. These are presented below:    
2.5.2.1 Relative advantages (Benefits) 
Relative advantage is the degree to which an innovation is perceived as being better than 
the idea it supersedes (Rogers, 2003). Jeffcoate et al. (2002) studied the SME adoption 
of e-commerce where SMEs in the UK adopted IT in their organisations. They found that 
the perceived benefits formed a key reason as to why SMEs adopted and continued to 
use IT (typically the Internet) both in the short term and long term, with direct and 
indirect (Jeffcoate et al. 2002) benefits such as minimising costs, increasing quality and 
performance levels.   
2.5.2.2 Design or available technologies 
According to the availability of technology and innovation in the organisation, not all 
innovations are relevant in all industries because different firms or organisations may 
face different technical opportunities (Tornatzky & Fleischer 1990). Therefore, an 
organisation must understand its characteristics and know exactly which type of 
technologies or innovations will be best suited to their organisation. The type of 
technologies and innovations should be studied prior to the adoption process for the 
appropriate utilisation in the organisation as many of these technologies or innovations 
qualify as first-of-a-kind technologies or innovations and may be encountered with a high 
perceived risk. This can happen in new entrant companies that have no experience in the 
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industry. Some types of engineering technologies (machines or equipment) are designed 
for some particular industries and cannot be used in other industries. The design of 
technology must be appropriate for a certain business (Middleton 2005). For example, a 
sewing machine utilised in a business must be purchased for a commercial purpose but 
could be resold to employees afterward for household use.    
2.5.2.3 Compatibility 
Tornatzky and Klein (1982) defined compatibility with values or norms of potential 
adopters, representing congruence with existing practices of the adopter, which has more 
practical and operational compatibilities. It is also mentioned that if the innovation was 
compatible with existing work practices and environments, the organisation would be 
more likely to adopt it. Compatibility is defined after Tornatzky and Klein‘s (1982) work 
as ―the degree to which an innovation is perceived as consistent with existing values, 
past experiences, and needs of potential adopters‖ (Rogers and Singhal, 2003, p. 240). 
This definition offered by Rogers involves normative cognitive compatibility. 
Karahanna et al. (2006) provided a comprehensive conceptual definition of compatibility 
into four distinct and separable constructs, which are: compatibility with preferred work 
style, compatibility with existing work practices, compatibility with prior experience, and 
compatibility with values. Based on their conceptual definitions, they assess the 
nomological validity of their conceptualisation by situating the compatibility within the 
technology acceptance model. In contrast to prior research, they posit causal linkages 
not only among the four compatibility beliefs, but also between compatibility beliefs and 
usefulness, and ease of use (Karahanna et al. 2006). In summary, compatibility could 
assist employees within the organisation to adjust to the operating of new machines in 
the organisation. 
2.5.2.4 Capacity of machines 
Technologies are designed and used for particular purposes depending on situation 
appropriateness, cost of technology, vision of the user, and knowledge to operate the 
technology (Pawlak 2007). Some technologies are invented and can only be utilised for a 
limited time while some technologies are more durable. Many businesses invest in 
technologies but cannot operate them at their highest capacity (Techakanont & 
Terdudomtham 2004). This can be due to many reasons such as not receiving sufficient 
orders or purchasing technologies that have a higher capacity than necessary. Research 
and development has to be in place to identify whether the technologies are worth their 
investment. 
Technological factors are important because technologies can provide an immense 
opportunity for business growth (Narvekar & Jain 2006). Technologies should be 
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designed and invented appropriately, to be efficiently used in the industry. Many 
businesses may even have to design technology for their own business by studying other 
technologies that have been invented previously and adjust them appropriately for 
current use (Chesbrough 2006). The next section explains the environmental context and 
current business environmental issues. 
2.5.3 Environmental factors 
The environmental factors refer to the environment in which an organisation conducts its 
business (Lim et al. 2008; Narula 2004). There are various types of environmental 
factors, including: an organisation‘s industry; competitors; access to resources supplied 
by others; and dealing with the government (Tornatzky & Fleischer 1990). However, 
competition intensity (Zhu et al. 2003) and information technology intensity (Hackney et 
al. 2006; Kamal 2006) were selected because they have an impact on developing 
countries (Dittmer 2008) as many new small and medium sized enterprises emerged in 
an variety of industries and struggled in competing with each other. Information 
technology was another concern as business owners in the small and medium sized 
organisations had to utilise the information to improve their business in order to respond 
accordingly to the needs of the customers (Susan et al. 2009). In addition, competition 
intensity and information intensity were highly mentioned in the data collection process. 
These are presented below: 
2.5.3.1 Competition intensity 
Competition intensity refers to the degree of pressure from competitors, which is an 
external power forcing a firm to adopt new technologies or innovations in order to avoid 
competitive decline (Zhu et al. 2003). The rise in the number of local and international 
competitors and the ability of small and medium sized businesses to draw upon regional, 
local and international experiences will enhance their ability to improve products and 
services against their rivals. Praharad and Hamel (1990, p. 81) claim, ―in the long run, 
competitiveness derives from an ability to build, at lower cost and more speedily than 
competitors, the core competencies that spawn unanticipated products‖. Competitiveness 
reflects the intense level of competition within the industry where the firm operates 
(Lertwongsatien & Wongpinunwatana 2003; Rasiah 2009). Therefore, the competitive 
environment forces the business to be innovative in order to be able to compete with 
competitors. In response to this intense competition, Nadler and Tushman (1999, p. 53) 
suggests, ―…organisations will have to find creative ways to achieve unpredecedented 
speed in all their operating and support processes. They want to significantly reduce their 
time to market and to volume. They will want to accelerate decision-making up and down 
the line. They will need to substantially cut the time it takes to design and implement 
strategic and organisational change‖.  
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Many empirical studies recognized competitive intensity or pressure as a driver for 
adoption (e.g. Gover and Goslar 1993; Lertwongsatien and Wongpinunwatana 2003; 
Thong 1999) in that each company has a high competition level and is already reeling 
from the competition. That is, they have to compete with their competitors in their 
industry and also exploit technology as a strategic weapon to support their business 
strategy and build their competitive advantage to survive in the industry. Information is 
important for each business to find an appropriate direction to improve their business 
and be able to compete in the market.  
2.5.3.2 Informational Intensity 
Information technology has played a significant role in a variety of business processes 
(e.g. Chang-Shou-Lin 2006; Hackney, Xu, and Ranchhod 2006; Kamal 2006; Thong 
1999; Walters and Lancaster 1999). In this information age (Nadler & Tushman 1999), 
businesses have heavily adopted information technology because it has irreversibly 
altered the ability to conduct business unconstrained by the traditional limitation of time 
and space. Nadler and Tushman (1999, p. 48) also claimed that ―…with stunning speed, 
the Internet is profoundly changing the way we work, shop, do business, and 
communication‖. Information technology concentrates on the processes through which 
the environment influences a business‘s actions. Thong (1999) conducted an empirical 
study to examine information systems adoption in small business and found that 
organisation size is a major determinant in the adoption of information systems as his 
data analysis showed that small businesses with certain CEO characteristics (innovation 
and level of IS knowledge), innovation characteristics (relative advantage, compatibility, 
and complexity of IS), and organisational characteristics (business size and level of 
employees' IS knowledge) are more likely to adopt IS. Thong (1999) developed a model 
that specifies contextual variables such as decision-maker characteristics, information 
system characteristics, organisational characteristics, and environmental characteristics 
as primary determinants of information system adoption in small businesses. A 
questionnaire survey was used and involved 166 small businesses (Thong 1999). The 
data analysis showed that small businesses where the CEO is innovative and has 
information systems knowledge, and the business size is considered medium and level of 
employees‘ information systems knowledge is relevant, then that business is more likely 
to adopt information systems.      
According to Davenport and James (2000), the IT function to develop a model of 
information flow for the entire business as part of a comprehensive system should take 
place to identify organisational improvements. In adopting information systems, the 
organisation will be able to facilitate the change of industry structure, alter rules of 
competition, and create a competitive advantage by giving the organisation new 
opportunities to outperform their competitors (Thong 1999; Walters & Lancaster 1999). 
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Greater information intensity will lead the manager or owner of businesses to perceive 
information systems as a major competitive tool.      
Competition and information intensity have been identified in many studies such as 
Kamal (2006), Thong (1999), and Lertwongsatien (2003) that provide information on 
competitive advantage, new product development, new market (Walters & Lancaster 
1999), productivity and profitability and are important for business to perform. Without 
knowing competition and information intensity, a business could be at risk and they could 
struggle to achieve at a profit level. The following section discusses the relationship of 
organisational, technological, and environmental factors on the business performance of 
Thai SMEs. 
Only few studies have been conducted in the Thai context by using the OTE framework 
during the past ten years and they did not explore these factors in detail. Previous 
research only aimed at technological innovation decision-making rather than applying the 
OTE framework into innovation adoption in the Thai context. This research then focuses 
on factors that contribute to the improved business performance of Thai SMEs. The 
research question was considered imperative to gathering the knowledge required to 
develop a business model to help Thai small and medium sized businesses to survive and 
successfully manage their businesses in this fiercely competitive environment.    
Chapter three provides a detailed description of the methodological approach taken in 
this study and discusses the research methods, research design, and data collection and 
analysis techniques used in this research. 
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Chapter 3  
RESEARCH METHODOLOGY 
 
3.1 Introduction 
Chapter three provides a detailed description of the methodological approach taken in 
this study. This chapter comprises of the following five sections:   
1. Research Design: describes the research approach, research perspectives, and the 
type of research method that was used in this study. 
2. Research Procedure: describes the context of this research in utilising the OTE 
framework, the background of the participants approached in this study, the 
process of pretesting the interview schedule, the process of organising the support 
letter, and interview arrangements.    
3. Data analysis: the process of transcribing, interpreting, and coding data into 
meaningful categories that involves identifying and describing themes, patterns 
and concepts and then organizing them into meaningful categories to be able to 
understand and explain these themes, patterns or concepts. 
4. Validity and Reliability: discusses the issues of creditability and minimizing errors 
and biases in this study.   
5. Summary: discussion of the research methodology utilised in this study. 
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3.2 Research Design   
Rubin and Babbie (2005) state that the four most common and useful purposes in social 
work research are exploration, description, explanation, and evaluation. Much of social 
work research is conducted to explore a topic and use exploration to examine new 
interests, to study new topics, to seek to test the feasibility of undertaking a more careful 
study or to develop methods to be used in a more careful study (Rubin & Babbie 2005). 
In descriptive research, the purpose is to describe situations and events. The researcher 
observes then describes what was observed (Gravetter et al. 2006; Rubin & Babbie 
2005). In explanation research, the purpose is to explain and report on ‗why‘ rather than 
just explain a situation (Gravetter et al. 2006; Rubin & Babbie 2005). Lastly, in 
evaluative research, the purpose encompasses all three of the preceding purposes 
(Gravetter et al. 2006; Rubin & Babbie 2005).  
This research employed an exploratory approach because research in the area of 
innovation adoption in Thai SMEs is limited and few studies applied the organisational, 
technological and environmental factors in a Thai context.  
Exploratory work has long been characterised as a brief, fleeting, preliminary stage in the 
research process that gives way to the real thing (Stebbins, R 2001). Exploratory 
research is better thought of as a perspective, or a way of approaching and carrying out 
a social study, which includes reporting on what has been learned (Given 2008). 
Neuman (2006) claims that the aim of exploratory research tends to serve the 
researchers‘ need to discover new areas of study; to become familiar with the basic 
facts, settings, and concerns related to that area; and to create a general picture of 
conditions as well as to serve the researcher to achieve a better understanding of the 
topic overall (Gravetter et al. 2006; Neuman 2006). According to Stebbins (2001), 
exploratory research aims to discover new areas and to create a general picture of 
conditions as little is known about that phenomenon (Gravetter et al. 2006; Stebbins 
2001).  
Given (2008) suggests that to explore a phenomenon effectively, they must approach it 
with two special orientations, which are flexibility in looking for data and open-
mindedness about where to find data. This research aims to explore and identify 
organisational, technological and environmental factors that impacts business 
performance of Thai SMEs. Each organisational, technological and environmental factor is 
new in the Thai SME context and this research seeks to identify these factors and the 
impact on innovation because these factors can be enhanced as a business competency 
for Thai SMEs, which can lead to perceptions of successful implementation of innovation 
leading to improved business performance in Thai SMEs. Therefore, the exploratory 
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approach is appropriate to help the researcher to be able to identify the organisational, 
technological and environmental factors and understand how the process improvements 
operate for innovation enhancement in Thai SMEs. 
The outcome of these exploratory research procedures, and the main goal of exploratory 
research is the production of inductively derived generalizations about the group, 
process, activity, or situation under study. The emergent generalizations are typically 
many and varied; they often include descriptive facts, folk concepts, cultural artifacts, 
structural arrangements, social processes, and belief systems normally found in the 
group, process, activity, or situation under study (Given 2008). 
As there is little literature on organisational, technological and environmental factors in 
SMEs in Thailand, as identified in Chapter 2, it is therefore important to investigate this 
phenomenon in detail. 
The following section describes the research perspectives, which includes paradigms and 
different views of research approaches. 
3.2.1 Research perspectives 
Rubin and Babbie (2005, p. 38) claim, ―paradigms, like ideologies, organise our 
observations and make sense of them. Naturally, we can usually organise and make 
sense of things in more than one way. Different points of view are likely to yield different 
explanations‖. According to this statement, it is implied that people can have different 
ideas towards an object (Rolfe 2006). A paradigm is viewed as a fundamental model or 
scheme that organises a view of something and a paradigm is also viewed as being more 
open to questions and modification than ideologies (Gravetter et al. 2006; Rubin & 
Babbie 2005). One situation can be explored and discussed differently based on the 
individual and their world-view. Research helps researchers to find the possible answers 
for particular questions by using an appropriate paradigm as a guide to conduct that 
research (Bryman & Bell 2007). There are three paradigms typically referenced in social 
science research (Rubin & Babbie 2005): positivist, interpretive, and critical social 
science (Bryman & Bell 2007; Rubin & Babbie 2005). Each approach is associated with 
different traditions in social theory and diverse research techniques.  
The positivist approach is typically adopted for natural science and is the oldest and 
widely used approach. Positivism is associated with many specific social theories 
(Neuman 2006) such as cultural studies, sociology, and philosophy. Positivist social 
science researchers prefer precise quantitative data and often use experiments, 
observations, surveys, and statistics for measurements (Bryman & Bell 2007). In 
addition, Neuman (2006, p. 82) claims that positivist social science is ―an organised 
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method for combining deductive logic with precise empirical observations of individual 
behavior in order to discover and confirm a set of probabilistic causal laws that can be 
used to predict general patterns of human activities‖. Rubin and Babbie (2005, p. 41) 
argue that ―positivist researchers attempt to minimize the influence of political or 
ideological values in interpreting their findings, as well as attempt to interpret those 
findings in a neutral and factual manner‖. Positivists believe that the purpose of scientific 
research is to discover and document universal causal laws or general cause-effect rules 
of human behaviour.    
The interpretive paradigm is typically related to hermeneutics in social sciences (Neuman 
2006) and is a theory of meaning that originated in the nineteenth century. Research can 
be classified as interpretive if it is assumed that our knowledge of reality is gained only 
through social constructions such as language, shared meanings, documents and other 
artefacts (Patton 2002; Peszynski 2005). The aim of interpretative phenomenological 
analysis (IPA) is to explore in detail how participants make sense of their personal and 
social world, and the main currency for an interpretive phenomenological analysis is the 
meanings particular experiences, or events, hold for participants (Smith et al. 2009). The 
interpretive approach holds that ―social life is based on social interactions and socially 
constructed meaning‖ as claimed by Neuman (2006, p. 89). Interpretive researchers 
study meaningful social action, and often use participant observation and field research. 
Rubin and Babbie (2005, p. 41) argue that ―imperative researchers believe that the best 
way to learn about people is to be flexible and subjective in one‘s approach so that the 
subject‘s world can be ―seen‖ through the subject‘s own eyes‖. Hence, interpretive 
researchers cannot just learn about people by relying solely on objective measurement 
instruments. The techniques of the interpretative method require that the researchers 
spend many hours in direct personal contact with those being studied (Neuman 2006) to 
understand details of interactions in their context. Other techniques in interpretive social 
science can be transcripts of conversations, videotapes of behavior in extraordinary 
detail, or looking for subtle nonverbal communication. Interpretive studies generally 
attempt to understand phenomena through the meanings that people assign to them 
(Walsham 1993; Walsham & Waema 1994). 
The third research perspective is critical social science. Neuman (2006, p. 95) claimed 
that ―the purpose of critical social research is not simply to study the social world but to 
change it. Critical social science researchers conduct research to critique and transform 
social relations by revealing the underlying sources of social relations and empowering 
people, especially less powerful people‖. Neuman (2006, p. 97) also cites that ―although 
subjective meaning is important, there are real, objective relations that shape social 
relations. The critical researcher probes social situations and places them in a larger 
historical context‖. Rubin and Babbie (2005) explain that critical theorists aim to interpret 
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findings through the filter of their empowerment and advocacy aims. Rubin and Babbie 
(2005) further suggest that when critical theorists use interpretivist research methods, 
they are distinguished from interpretivists by going beyond the subjective meanings of 
the people they study. The critical social science researcher attempts to connect their 
observations to a prior notion of their unjust, broader objective reality that they are 
seeking to change.   
Table 3-1 discusses the research paradigms in social science research, which includes the 
positivist approach, interpretive approach and critical social science. 
Table 3-1: A comparison of different views of research paradigm (based on Rubin and Babbie, 2005) 
Research Approaches Meaning Objectives 
Positivist approach Empirical observations of individual 
behaviour in order to discover and 
confirm a set of probabilistic causal 
laws that can be used to predict 
general patterns of human 
activities. 
Attempt to minimize the influence 
of political or ideological values in 
interpreting their findings, as well 
as attempt to interpret those 
findings in a neutral and factual 
manner. 
Interpretive approach Attempt to understand phenomena 
through the meanings that people 
assign to them. 
Techniques of interpretative 
method require that the 
researchers spend many hours in 
direct personal contact with those 
being studied 
Critical Social Science An aim to interpret findings 
through the filter of their 
empowerment and advocacy aims 
Critique and transform social 
relations by revealing the 
underlying sources of social 
relations and empowering people. 
 
The interpretive approach was selected in this research as the research was designed to 
understand the phenomena through the meanings that people assign to their business 
activities. The researcher spent time with the business owners to interview them and 
collect information from them. The emphasis of this study is focused on the relationship 
of organisational, technological, and environmental factors that contribute to perceptions 
of successful implementation of innovation in the Thai SMEs.  
Walsham (2006) suggests that good interpretive research should address the following 
areas: carrying out fieldwork; theory and data analysis; constructing and justifying a 
contribution; and ethical issues and tensions. Therefore, Chapter 3 discusses the process 
of how this research was conducted.  
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According to Walsham (2006), interpretive researchers need to gain and maintain good 
access to appropriate organisations for their fieldwork and the process of collecting data. 
Smith et al. (2009) suggest that the interpretive approach involves detailed examination 
of the participant‘s life world; this research attempts to explore the personal experience 
of business owners in five industry clusters, which are: the Parawood industry cluster, 
the Car Materials industry cluster, the First Craft Bangkok industry cluster, the Leather 
industry cluster and the Petchkasem Textile and Garment industry cluster. This research 
is concerned with the individual‘s personal perception or account of his or her work 
experience in their industry.   
Different interpretative stances are possible, and this interpretive approach combines 
empathic hermeneutics with questioning hermeneutics in order to understand the 
organisational, technological and environmental factors, from the point of view of the 
participants. At the same time, this interpretive approach also involves asking critical 
questions of the texts from participants, such as characteristics of the business and 
industry, roles of managers or business owners in the business, innovation in the 
organisation, and business performance.    
To find out how individual business owners perceive their business and how they make 
sense of their personal and social world, the interview approach was used as a method to 
question and learn from the participants in detail. The following section discusses the 
research approach in this research. 
3.2.2 Research Approach 
Humans have a variety of questions and constantly seek answers to those questions. 
Patton (2002) and Rubin and Babbie (2005) state that there are various methods and 
techniques used to find these answers. In research, the researchers select a particular 
methodology based on the nature of the problem (Patton 2002; Rubin & Babbie 2005).   
Research has been typically classified in terms of the approach to the data collected 
(Creswell 2008; Rubin & Babbie 2005). Data can be either quantitative or qualitative 
(Creswell 2008). Qualitative data is designed to be consistent with the assumptions of 
the qualitative paradigm (Hevner & Chatterjee 2010; Hirschheim & Klein 1989; 
Onwuegbuzie & Leech 2005). Creswell (1994, p. 1) claims that the ―qualitative study is 
defined as an inquiry process of understanding a social or human problem, based on 
building a complex, holistic picture, formed with words, reporting detailed views of 
informants, and conducted with a natural setting‖. The qualitative research method 
stresses the importance of demonstrating how research designs emerge from a 
consideration of the methodology (Marshall & Rossman 1989). In addition, in qualitative 
research, Neuman (2006, p. 159) explains that ―a researcher weaves the data into 
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discussions of their significance. The data are in the form of words, including quotes or 
descriptions or particular events‖. The qualitative paradigm is termed as either 
constructivist, or naturalistic; interpretive or postpositivist; or postmodern (Creswell; 
1994). Patton (2002) claims that there are three kinds of qualitative data collection 
procedures: interviews, observations, and documents. Patton (2002) suggests that 
interviews yield direct quotations from people about their experiences, opinions, feelings, 
and knowledge. Data from observations consist of fieldwork descriptions of activities, 
behaviors, actions, and a full range of interpersonal interactions and organisational 
processes. Document analysis includes written materials, studying excerpts, quotations, 
or entire passages from various sources such as program records or reports (Patton 
2002).   
However, the quantitative study is consistent with the quantitative paradigm, and is 
explained by Creswell (1994, p. 2) as ―…an inquiry into a social or human problem, based 
on testing a theory composed with variables, measured with numbers, and analysed with 
statistical procedures in order to determine whether the predictive generalizations of the 
theory hold true‖. The quantitative paradigm is termed traditional, positivist, 
experimental, or empiricist (Creswell; 1994). The quantitative researcher views reality as 
―objective‖ and the quantitative method can be measured objectively by using a 
questionnaire. Quantitative research expresses meaning by using numbers such as 
percentages or statistical coefficients (Neuman 2006). The quantitative approach holds 
that ―the researcher should remain distant and independent of that being researched‖ 
(Creswell; 1994, p. 6). Creswell (1994) also suggests that the rhetoric or language used 
in the research should be not only impersonal and formal, but also based on accepted 
words such as relationship, comparison, and within-group. 
Table 3-2 provides on a comparison of qualitative research and quantitative research.  
Table 3-2: A Comparison of qualitative and quantitative research 
Tend to or Typically Qualitative Quantitative 
Use of philosophical 
assumptions and 
employ of strategies of 
enquiries 
Constructivist/ advocacy/ participatory 
knowledge claims phenomenology, 
grounded theory, ethnography, case 
study, and narrative 
Postpositivist knowledge claims, survey 
and experiments 
Employ methods Open-ended questions, emerging 
approaches, text or image data 
Closed-ended questions, predetermined 
approaches, numeric data 
Use practices off 
research as the 
researcher 
Positions himself or herself, collects 
participant meanings, focuses on a 
single concept or phenomenon, brings 
personal values into the study, studies 
Test or verifies theories or explanations, 
identifies variables to study, relates 
variables in questions or hypotheses, uses 
standards of validity and reliability, 
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the context or setting of participants, 
validates the accuracy of findings, 
makes interpretations of the data, 
creates an agenda for change or 
reform, collaborates with the 
participants 
observes and measure information 
numerically, uses unbiased approaches, 
employs statistical procedures 
Sources: Creswell (2003 and 2008) 
According to the literature on research methods, this research study uses the qualitative 
approach as the qualitative research method is designed to help researchers understand 
people and the social and cultural contexts within which they live (Hesse-Biber & Leavy 
2010; Silverman 2005). The goal of this research is to investigate factors that contribute 
to the improved business performance of Thai SMEs. It is therefore argued that the goal 
of understanding a phenomenon from the point of view of the participants and its 
particular social and institutional context is largely lost when textual data are quantified 
(Kaplan & Maxwell 1994).   
There are few studies exploring value creation in Thai SMEs (Deyo & Brockport 2000; 
Wiboonchutikala 2001). This research therefore will be helpful for Thai SMEs to 
strengthen themselves and enhance value creation from within their organisation. In 
addition, this research will also provide a better understanding to researchers and 
practitioners in identifying the organisational, technological and environmental factors for 
the Thai SMEs for their improvement and business success. Innovation and value 
creation for Thai SMEs will also be identified to be able to facilitate and help them to 
enhance their business competencies for future success.   
The following section provides a discussion on the interview approach.   
3.2.3 Interview approach 
Walsham (2006) states that interviews are a part of most interpretive studies as a key 
way of accessing the interpretations of informants in the field. Therefore, an in-depth 
interview is considered as a common data collection instrument in qualitative research 
and exploratory study, where a researcher seeks to obtain a deep understanding of the 
topic and intends to develop theories or hypothesis rather than testing them (Creswell 
2007; Creswell 2008; Minichiello et al. 1995; Stebbins 2001). In this research, in-depth, 
semi-structured interviews were primarily used to collect data to gain insight into the 
participants‘ current constructions of their feelings, motivations, and concerns, their 
reconstructions of past collaborative experiences in their business, and their projections 
of collaborations in the future (Given 2008; Kvale & Brinkmann 2008). Furthermore, 
semi-structured interviews offers the researcher the flexibility to probe into 
organisational and other contextual issues that a questionnaire survey method would 
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otherwise miss (Creswell 2008). This gives the participants more freedom to express 
their perspectives in their own unique way (Silverman 2005, 2009). According to Guba et 
al. (2000), interviews serve several purposes that include obtaining people‘s 
constructions, reconstructions, projections, and verifications. The semi-structured format 
allowed conversations to be directed toward the chosen theme of this study and left 
respondents free to openly express their view (Guba et al. 2000). This type of interview 
format allowed specific information to be sought through basic guideline questions, while 
still allowing for emerging questions and issues to be explored.  
In the data collection process, literature on SMEs, organisational factors, technological 
factors, environment factors, innovation in SMEs, value creation and performance in the 
organisation were reviewed. An interview schedule was then created using the literature, 
conceptual framework and research questions. The focus of the interviews was to study 
the individual experience of the business owners in different industries in order to explore 
and gain more understanding about the value creation that is derived from different 
factors such as organisational, technological, and environmental factors from each 
organisation. All interviews took place at the participants‘ premises and in a location that 
was flexible and relaxing for the interviewees. The interviewer followed a general 
interview guide, which consists of key questions (located in Appendix A3). Further detail 
of the interview process adopted in this research is provided in section 3.3.4. 
The following section discusses the research procedure, which explains how this research 
was conducted.   
3.3 Research procedure 
Research procedures cover how this study was conducted, how the participants were 
identified, the process of pretesting the interview schedule, interview arrangements, and 
the procedure for collecting data. This study was conducted purely with the qualitative 
method and the study is based on reviews of related literature, previous studies, and 
face-to-face interviews.  
It is claimed by Patton (2002) that researchers engage in a naturalistic inquiry of 
naturally occurring activities and processes as part of qualitative research. These 
activities are natural in the sense that they are not planned and manipulated by the 
evaluator as would be the case in an experiment. In the interview process, the 
researcher will enter another person‘s world to understand that person‘s ideas, 
perspectives and perceptions, which may or may not be different from other people. 
Concisely, Patton (2002, p. 341) claims, ―the purpose of interviewing, then, is to allow us 
to enter the other person‘s perspective‖ and the author also claims that ―the interview is 
to find out what is in and on someone else‘s mind, together their stories‖. This is to 
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generate insights into the business owners or managers‘ perspectives about technology 
and innovation in the organisation, how they operate the business, and to seek new 
dimensions of the study (Neuman 2006; Patton 2002).  
The purpose of this research is to investigate factors that contribute to the perceptions of 
successful implementation of innovation leading to improved business performance in 
Thai SMEs and to understand how process improvements operate for innovation 
enhancement in Thai SMEs. As such, the researcher interviewed managers and owners of 
SMEs located in Bangkok, the Samutprakarn province and the Chonburi province in 
Thailand.    
Each cluster was treated and viewed as a case study. Case studies are adopted as they 
accept and encourage multiple methods of data collection procedures. Yin (2003) 
suggests that case studies are an appropriate choice of research method when: 1) there 
is little control over the environment; 2) the events under investigation are 
contemporary; and 3) the context of the research is important (Yin 2003b).  
In this research, the researcher supported the definition by clarifying that case study is 
neither a method nor a methodology nor a research design as suggested by others 
(Stake 2005). Case studies were used as prototype to propose common properties of a 
case study and demonstrate how these properties support the definition of case study. 
Each case study was viewed individually in Chapters 4, 5, 6, 7 and 8. 
3.3.1 Context of Thai small and medium sized enterprises and 
the organisational, technological and environmental factors 
Figure 3-2 presents the relationship of the organisational, technological and 
environmental factors that contribute to the perception of successful implementation of 
innovation in Thai SMEs. 
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Figure 3-1: Relationship of OTE context and Thai SMEs 
Figure 3-2 indicates that different Thai organisations may comprise of different factors to 
enhance their performance and capability of operating in their individual industry cluster. 
Also, different industry clusters may or may not have similar factors depending on the 
environment of their industry. The combination of the factors from the OTE model will 
enhance the ability of Thai SMEs and improve business competencies for the organisation 
by learning and understanding from their own strengths and building up their own 
competitive advantage to be able to compete with competitors, able to achieve a profit 
level, and lead to improved business performance.    
Thai SMEs were promoted and supported by the Thai government after the economic 
crisis in 1997 to boost up the Thai economy, starting in local and provincial regions 
(Wiboonchutikala 2001). Business owners and employees in regional areas have local 
knowledge in the creation of products to be sold locally while these local products were 
never promoted into larger markets. People in different regional areas specialise in 
different fields, such as people in Bangkok specialise in water hyacinth and handicraft 
products in urbanized styles; people in North-eastern parts of Thailand specialise in Thai 
silk and local food products; people in the Northern part of Thailand are specialised in 
teak and handicraft products in Northern styles; and people in the Eastern part of 
Thailand specialise in seafood products (Soonthornthada & Sevilla 2000).   
The Thai government has been trying to identify their knowledge to categorise the Thai 
small and medium sized enterprises into groups and classify their specialty into relevant 
clusters to be able to foster and support them to be able to scale up to national and 
international markets. In this case, regional people will be able to help the country boost 
the economy. When regional companies start producing and selling the products 
produced locally, they are considered to be entrepreneurs within that industry cluster. 
Innovations are likely to be introduced and added to increase the value of products. 
Laforet (2009), De Jong and Marsili (2006) argue that innovation has often been 
neglected in small firms because only large firms have studied innovation to gain better 
benefits to their business.    
Many SMEs find it difficult identifying what they do and what their core competencies are 
(Lertwongsatien & Wongpinunwatana 2003; Oke et al. 2007; Salavou et al. 2004).  
Therefore, they do not know how to compete with competitors, which can include other 
SMEs in Thailand. The government has recently decided to promote SMEs and help them 
to strive and survive (Lertwongsatien & Wongpinunwatana 2003). To help them survive, 
implementing the right innovation and technology will help them to grow and develop the 
skills and ability to be eligible to compete with their competitors. However, to strengthen 
their core competencies, the organisation must focus on the organisational, technological 
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and environment factors because these factors can lead to innovation and business 
competencies. Thus, business performance can be achieved at a higher quality level over 
their competitors.   
Due to the economic crisis, which has continued since the year 2006, large organisations 
have tended to downsize their businesses whilst the number of small and medium sized 
businesses has increased, existing small and medium sized businesses in the industry 
have a larger number of competitors. The level of competition is high and the new 
entrants will have to compete both with existing businesses in the industry as well as 
new entrants that recently entered the industry. Each business has to find ways their 
business can operate in the fiercely competitive environment. To survive in the industry, 
organisational, technological and environment factors are important for each business to 
focus on as they can be highlighted and emphasised in terms of their innovation and can 
be developed into their business competency for their improvement and business 
performance. Innovation and value creation are important for Thai SMEs to be able to 
develop guidelines to assist them to survive in their industry, and to facilitate and help 
them to enhance their core competencies for future success. 
Once an innovation is adopted, the implementation of new technologies may need to 
take place. Innovation characteristics influence the actions that must be taken to achieve 
the implementation of technologies to develop processes, products, and performance in 
the organisation. The technologies are to be in use for a certain period of time before 
new innovations take place or new technologies are created (Gatignon et al. 2002; 
Orlikowski 2008) because most of the new technologies are more compatible for task 
undertakings in the business and they are designed to replace the previous technologies 
with more functions, leading to better performance. This is considered the life-cycle of 
new technologies and innovations (Mosey 2005). Therefore, SMEs, particularly the Thai 
SMEs, as they were promoted to be more established in Thailand to boost up the 
country‘s economy without knowing how to market their products and to survive, need to 
be quick in the industry to develop new ideas and improve performance. The focus is on 
Thai SMEs because these enterprises have been promoted after the economic crisis in 
1997, yet have been struggling to find appropriate ways to compete with competitors in 
the same industry both locally and internationally. They have to continuously be ahead of 
their rivals in order to be able to achieve an acceptable level of profit and be the leader 
of their respective market.  
To be ahead of their rivals, each business has to study their competitive advantage and 
use this as a strategic tool to improve their products and business. For example, Brophey 
and Brown (2009) studied an empirically-based case study based on multiple units of 
analysis within four mature manufacturing SMEs, specifically focusing on the overall 
innovation practices of the four firms and the practices used within those businesses. The 
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findings demonstrated that technology and innovation could help to successfully operate 
their business at a profitable level and there was a relationship between technology and 
innovation with operation management (Brophey & Brown 2009). This could be an 
example to guide and study other types of businesses or SMEs.     
As discussed in section 2.2, technology has played a significant role in SMEs (Lovelock 
2005). There are different types of technologies being utilised in SMEs at different types 
and levels; depending on the type of SME, characteristics of the business, and capital 
investment of the business (Laforet 2009; Laforet & Tann 2006). Information Technology 
is also generally used in small and medium sized enterprises in Thailand for 
communication and searching information via the Internet (Pavic et al. 2007). Realising 
the importance of SMEs, an attempt has been made in this research to review and learn 
the utilisation of technology, the application used with technology and innovation in SMEs 
(Birchall et al. 2009). Also, a framework of identifying the organisational, technological 
and environmental factors has been offered for the implementation of innovation 
management in SMEs to encourage SMEs to be able to compete and in this present 
competitive era (Laforet 2010). 
As has been argued previously technology, innovation and IT have an impact on business 
improvement and business performance in SMEs. There is a view that if organisational, 
technological and environmental factors are carefully studied in each SME, each SME 
could expect their business to achieve a profit level and can identify their competitive 
advantage based on the organisational, technological, and environmental factors, and 
utilise these competitive advantages to compete in their respective markets. However, 
identifying these organisational, technological and environmental factors is complex. In 
order to acknowledge these important factors that can contribute to perceptions of 
successful implementation of innovation management in Thai SMEs, an adoption of 
organisational, technological and environmental factors (OTE framework) is required and 
the adoption of this concept and argument allows the researcher to observe and study 
these factors.  
In this research, these OTE factors will help to confirm the results of previous studies and 
to learn if these factors contribute to perceptions of successful implementation of 
innovation management in Thai SMEs.  
3.3.1 Background of participants and cluster backgrounds in 
the Thai small and medium sized enterprises 
SMEs are considered of major economic growth in many countries (Dangayach & 
Desmukh 2005; Oke et al. 2007) and cover a wide spectrum of industries (Dangayach & 
Desmukh 2005). This research is therefore conducted and based on clusters located in 
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the central and eastern regions of Thailand. Owners or managers in Small and Medium 
Enterprises (SMEs) were interviewed to understand their business characteristics and 
factors that contribute to their perception of successful implementation of innovation in 
their organisation.  
Initially, approximately 60 interviewees located in the Industrial Estate of Thailand in the 
central and eastern regions of Thailand. The rationale for 60 interviews was that SMEs 
are typically classified into three major classifications: services, trading and 
manufacturing; 20 organisations were to be recruited to be representatives of each 
category, which total 60 organisations. These organisations were selected because there 
are a larger numbers of organisations located in the central and eastern regions of 
Thailand; there are larger numbers of SMEs located in these regions than other regions 
of the country; and the central and eastern regions of Thailand are a convenient location 
for interviews (Lertwongsatien & Wongpinunwatana 2003; Soonthornthada & Sevilla 
2000).   
Before the research questions were developed, discussion with academics and Thai 
governmental officers were made to understand their perceptions, characteristics of 
businesses in Thailand, governmental policy that support businesses, and their 
perception towards the current situation of Thai SMEs. Through this process, it was 
discovered that in the past ten years, the Thai government promoted SMEs to locate 
their businesses to the Industrial Estate of Thailand. However, Thai SMEs recently 
relocated themselves outside of the Industrial Estate of Thailand because of financial 
constraints and they could not support the rental space in the Industrial Estate of 
Thailand unless they were large corporations a production businesses. 
After a discussion with government officers, the researcher found that the interviews 
should be focused on the types of business rather than focus on the businesses that were 
located only in the Industrial Estate of Thailand.  
The government officer at the Thai Ministry of Industry suggested a number of small and 
medium sized enterprises (SMEs) located all over Thailand. SMEs over time had merged 
into groups and in various industry clusters in different regions all over Thailand. SMEs 
were promoted and supported by the Thai Ministry of Industry to boost the economy of 
Thailand. The government officers and the researcher discussed many issues about Thai 
SMEs such as types of SMEs, characteristics of SMEs, physical locations of SMEs, and the 
growth of SMEs in Thailand. The government officers and the researcher finalised targets 
for interviews and concluded that the researcher interview production-oriented SMEs. The 
Ministry of Industry had all information about SMEs in Thailand and provided assistance 
to recruit the SMEs for the researcher to interview them.  
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Participants were business owners, Thai-speaking and bilingual-speaking (English and 
Thai) in five major industry clusters, which are the Parawood industry cluster, the Car 
Materials industry cluster, the First Craft Bangkok industry cluster, the Leather industry 
cluster, and the Petchkasem Textile and Garment industry cluster. The businesses in 
these five clusters were located in Bangkok and provinces nearby Bangkok, enabling the 
researcher to approach them for interviews conveniently. The following section discusses 
the pretest of the interview questions. 
3.3.2 Pretest of the interview questions 
The researcher sought expert opinions (Ayyub 2001; Clayton 1997) on the interview 
schedule from academics before the pretest interviews were conducted as well as the 
opinions from people in the industry during the pretest of the interview sessions. The 
researcher sought expert opinions from academics by sending the interview questions to 
seek opinions from three professors in Australia and three professors and two lecturers in 
Thailand. The purpose of adopting semi-structured questions is to allow the researcher to 
conduct interviews to facilitate open discussion during the interview. All interviews were 
digitally recorded with the permission of the interviewee, and the interviewer also took 
notes. Since the interviews were semi-structured, the main categories for collection, such 
as organisational factors, technological factors, and innovation were predetermined. 
A pretest of interview questions (Converse & Presser 1986; Silverman 1985) was 
undertaken prior to the interviews taking place. Five pretest interviews were conducted 
with Australian SMEs in Mildura, Victoria in December 2007. The owners of the Australian 
SMEs had a clear understanding of all questions and only minor changes were made to 
improve the interview questions. Five further pretests of the Thai version of the interview 
schedule were conducted in Chiang Mai, North of Thailand in June 2008. Again, some 
minor changes were made in order to align the questions with the Thai culture. Ethics 
approval was obtained prior to the data collection process being undertaken.   
3.3.3 Introductory letter and support letter  
An introductory letter and a plain language statement were sent to the Thai Ministry of 
Industry in beginning of June 2008 to introduce the purpose and objectives of this 
research (attached in Appendix A1). The Director of the Industrial Cluster Development 
Division of the Thai Ministry of Industry offered assistance to contact the leaders of five 
industry clusters located in Bangkok and the eastern region of Thailand and provided an 
introduction of the researcher and purpose of the research to them. Several long distance 
calls were made to explain details of the research and some examples of questions were 
sent to them by fax, email, and post prior to the interviews taking place.  The leaders of 
each cluster suggested their cluster members for interview as well as arranged 
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appointments with their cluster members for the researcher by phone. The next section 
explains, in detail, how the interviews were arranged. 
3.3.4 Interview arrangement 
Several international calls were made from Australia to set up an appointment with the 
Thai Ministry of Industry. They accepted an appointment to meet for a discussion and 
offered their assistance with the study.  
Having approached the Director of the Industrial Cluster Development Division in the 
Ministry of Industry of Thailand, many suggestions were given regarding many changes 
in the Thai Industry and the characteristics of Thai SMEs at present. After an initial 
discussion with the Director of the Industrial Cluster Development Division at the Ministry 
of Industry of Thailand, it was suggested that research should focus on industry clusters 
such as the Parawood industry cluster, the Car Materials industry cluster, the First Craft 
Bangkok industry cluster, the Leather industry cluster, and the Petchkasem Textile and 
Garment industry cluster as the information obtained for will be more productive for the 
government and the five major industry clusters, highlighting the practical relevance of 
this research. The director suggested that these five industry clusters were new and just 
merged into clusters within the last ten years. Some businesses in each cluster were new 
whilst some businesses had been established for more than ten years. The businesses in 
these five industry clusters had potential to receive rich information and the findings 
from these five industry clusters would be useful if the government sector could 
understand the factors that impact their business performance. As a consequence, the 
government would also understand the successful implementation of innovation leading 
to improved business performance within these businesses in the five industry clusters 
and could help businesses in other clusters to survive and achieve a profit level.   
The Director also suggested that 4000 - 5000 businesses based on service and trade 
were consolidated each year by many external factors such as, little support from new 
industry policies on SMEs, increasing costs and political issues. Therefore, the target 
location was then modified from the Industrial Estate of Thailand to five industry clusters 
located in Bangkok and the provinces nearby Bangkok such as Samutprakarn province 
and the Chonburi province. In this research, the target population were managers or 
owners of Thai small and medium sized enterprises suggested by the Director of 
Industrial Cluster Development Division. All managers or business owners interviewed 
are listed in Table 3-3.  
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Table 3-2: Lists the interviewees and their role for each respective cluster. 
 Parawood industry cluster 
Name Position Company 
Mr K  Cluster Leader Managing Director 
PWD Co., Ltd. 
Mr C Member Managing Director 
CC Co., Ltd. 
Mr VC Member Managing Director 
SWP Co., Ltd. 
 
 Car Materials industry cluster 
Name Position Company 
Mr S Cluster Leader Duputy Managing Director 
B Manufacturing 
Mr SC Member President 
T Manufacturing 
Mr A Member Managing Director 
A Manufacturing 
 
 First Craft Bangkok industry cluster 
Name Position Company 
Mrs D Cluster Leader Managing Director 
BC Company 
Mrs R Member Managing Director 
FC Company 
Mrs NA Member Managing Director 
PH Company 
 
 Leather industry cluster 
Name Position Company 
Mr SK Cluster Leader Manager 
CPR Company 
Mrs RN Member Manager 
GG Company 
Mr PP Member Manager 
BT Company 
Mrs SV Member Best Tan Co., Ltd. 
ST Company 
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 Petchkasem Textile and Garment industry cluster  
Name Position Company 
Mr VB Cluster Leader Managing Director 
GS Company 
Mrs DR Member Managing Director 
DDN Company 
 
This distribution of key informants was considered sufficient in providing an accurate 
perspective of innovation management in Thai SMEs, which will be discussed in greater 
detail in Chapters 4, 5, 6, 7 and 8. This study has little influence in which Thai SMEs are 
using technology and innovation. However, this study would be able to gain an 
understanding of what technologies and innovation are being utilisied in Thai SMEs, and 
why and how the Thai SMEs are using technologies and innovation to compete.   
The procedure for collecting data was through face-to-face interviews as the interviews 
allowed the researcher to explore in-depth perceptions, ideas and contributions of the 
interviewees (Minichiello et al. 1995).    
The interviewees were recruited by the Thai Ministry of Industry as previously 
mentioned. It required time to ensure that the participants acknowledged the contact by 
the researcher from the government sector. The Director of the Industrial Cluster 
Development Division contacted the researcher within a week to ensure that all leaders 
in the suggested clusters acknowledged that they were happy to be contacted by the 
researcher for an interview. A sample of the interview questions was left at the Ministry 
of Industry as a guide for each interviewee to understand the concept and types of 
questions together with the purpose of this study and plain language statement and the 
letter introducing the researcher. The original copies were presented on site when 
interviewed. A consent form was signed prior to each interview commencing.   
The researcher visited the interviewees on their premises to demonstrate the 
researcher‘s willingness to learn information from them as well as make it convenient for 
the interviewee. Before interviewing, each interviewee was asked permission for the 
interview to be audio-recorded. A series of field notes were made during the interview by 
the researcher and were then verified by the interviewee for accuracy.  Each interview 
lasted between one hour to one hour and a half. Initial contact to the Ministry of Industry 
was made between 5 and 10 June 2008 and confirmation was made between 20 and 23 
June 2008. The interviews were conducted in Thailand at the SMEs premises between 24 
June and 7 August 2008. Interviews were digitally recorded, transcribed in Thai and 
translated into English prior to the analysis process. The discussion of transcripts and the 
findings is presented in Chapters 4, 5, 6, 7 and 8. 
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3.4 Data Analysis 
As stated in Chapter 3.2.2, this research adopted an interpretive approach. Walsham 
(2006) states that theory provides one of the ways in which the data derived from the 
interviewed can be analysed. The researcher was required to gather information and 
attempt to understand issue such as inscription, translation, and other processes 
associated with theory. Patton (2002) suggests that the themes, patterns, 
understandings, and insights that emerge from fieldwork and subsequent analysis are the 
fruit of qualitative inquiry. Data from the interviews were transcribed and rechecked for 
correction by the researcher. Since the interviews were conducted in Thai the transcripts 
were translated into English and analysed by the researcher. The first, and major step, in 
analysing qualitative data is coding data into meaningful categories that involves 
identifying and describing themes, patterns and concepts and then organizing them into 
meaningful categories to be able to understand and explain these themes, patterns or 
concepts (Bryman & Burgess 1994; Creswell 2007; Miles & Huberman 1994; Ritchie et 
al. 1994; Silverman 2001) into a meaningful format. Each transcript was coded and 
cross-referenced to the factors in the structure of the study framework to enable content 
analysis of all the factors across the SMEs and interviewees. According to Patton (2002, 
p. 5), the process of data analysis suggests that ―the voluminous raw data in these field 
notes are organised into readable narrative descriptions with major themes, categories, 
and illustrative case examples extracted through content analysis‖.   
Neuman (2006, p. 87) defines interpretivism as an approach in the ―systematic analysis 
of socially meaningful action through the direct detailed observation of people in natural 
settings in order to arrive at understandings and interpretations of how people create and 
maintain their social worlds‖. Smith (2009), Spiggle (1994), and Stockdale and Standing 
(2006) point out that the interpretive paradigm provides a perspective and attempts to 
understand and represent meanings by studying: 1) meaning that others attach to their 
experiences; 2) how those meanings cohere and form patterns; and 3) how symbolic 
forms, rituals, traditions, and cultural codes affirm and reproduce cultural themes and 
culture. Spiggle (1994, p. 500) also summarises that ―interpretation is playful, creative, 
intuitive, subjective, particularistic, transformative, imaginative, and representative. 
Interpretive insights often spring from serendipity‖. Raw data were tabulated for analysis 
(He et al. 2008; Perreault Jr & Leigh 1989). The analysis section in Chapters 4, 5, 6, 7, 
and 8 will explain the findings more in detail.   
This study used a reiterative analytical technique of taking the literature and applying 
that to the collected data. From there judgements were made on the data and referrals 
were made to the literature to substantiate the author‘s personal judgement. This 
technique is defined as ‗hermeneutics‘ (Gadamer & Linge 2008; Thanasankit 1999). The 
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Hermeneutic Cycle of analysing data is presented below in Figure 3.1. The use of the 
hermeneutic cycle indicates the impact of the researcher on the analysis of the data 
(Peszynski 2005). 
The Hermeneutic Cycle 
 
Figure 3-2: The Hermeneutic Cycle  
Source: Thanasankit (1999) 
In Heidegger‘s (1962) view, cited in Wilson and Hutchison (1991), hermeneutic 
phenomenology is concerned with the life world or human experience as it is lived. The 
focus is therefore toward illuminating details and trivia within experiences that may be 
taken for granted in our lives with a goal of creating meaning and achieving a sense of 
understanding. In agreement with Heidegger‘s (1962) view, Gadamer (1976) sees the 
work of hermeneutics as to clarify further conditions in which understanding itself takes 
place. Interpretation is seen as critical to this process of understanding (Gadamer 1976; 
Gadamer & Linge 2008; Heidegger 1978; Wilson & Hutchinson 1991). Gadamer and 
Linge (2008) believe that understanding and interpretation are bound together and 
interpretation is an evolving process. This interpretive process is achieved through a 
hermeneutic cycle which moves from the parts of the experience, to the whole of the 
experience to increase the depth of engagement with the understanding of texts (Kvale & 
Brinkmann 2008; Laverty 2008). 
Text is interpreted based on iterations of the researchers own experience and existing 
literature and research. Walsham (1993, p. 9) suggests ―hermeneutics can be thought of 
as key strand of phenomenology since the interpretation of texts is an important part of 
the search of meaning and the essence of experience‖. Therefore, this research 
employed an interpretive research approach and explored the meaning of the texts and 
the social world that is constructed as an environment that influences the business 
owners in the industry (Thanasankit 1999). 
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3.5 Issues of validity and reliability 
Castel et al. (2008) argue that qualitative researchers should reclaim responsibility for 
reliability and validity by implementing verification strategies for integrity and self-
correcting during the conduct of the inquiry itself. Rolfe (2006) states that if there is no 
unified qualitative research paradigm then it makes little sense to attempt to establish a 
set of generic criteria for making quality judgements about qualitative research study 
(Guba & Lincoln 1981). Various researchers such as Denzin and Lincoln (2005), Hesse-
Biber and Leavy (2004) and Guba et al. (2000) discuss diverse ways of conceptualising 
validity in situated research approaches and some authors such as Agar (1986) have 
replaced the term validity with creditability, and Guba and Lincoln (1981) and Guba et al. 
(2000) similarly refer to credibility and transferability. 
Yin (2003a) proposed tests to establish the quality of case study research, which consists 
of construct validity, internal validity, external validity, and reliability. For this study, 
construct validity was achieved through the use of multiple sources of evidence (Yin 
2003a) and the establishment of a chain of evidence that supports an accepted 
framework of management (Drucker 1998). The following section discusses the validity 
and reliability of this research.   
3.5.1 Validity  
Godwin (2003) claimed that explanatory research seeks to maximize the internal validity 
by assuring rigorous control of all variables other than the intervention. Discussing 
validity is important not only for estimating the trustworthiness of research findings but 
also for scrutinising the aims and scope of the method used (Moret et al. 2007). Moret et 
al. (2007) further discusses validity as an instrument for improving methodology. The 
creditability of qualitative methods hinges to a great extent on the skill, competence, and 
rigor of the person conducting the fieldwork (Patton 2002). However, there are two forms 
of validity in case study research: internal and external validity (Golafshani 2003; Rubin 
& Babbie 2005). In internal validity, five clusters of Thai SMEs were introduced by the 
Thai Ministry of Industry and seventeen cases were analysed. According to the data 
collection process, semi-structured interviews were used as they allowed the 
interviewees to be free to introduce issues that they considered relevant for discussion. 
To ensure that internal validity exists, the researchers have to be able to answer whether 
findings or conclusions correctly map the experience and that whether the substance of 
the data is relevant in the study. The researcher started interviews with business owners 
in the Leather industry cluster and found that the business owners could provide rich 
information for data collection. The researcher also found that the information in the 
Leather industry cluster beyond three interviews allocated repetitive information, 
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otherwise known as satuation (Given 2008). The researcher then used this as a basis to 
interview business owners in other industry clusters. This was to maintain the validity 
and reliability of this research. Trochim (2000) cited in Pezsynski (2005), states that 
internal validity is only relevant in most observational or descriptive studies, but for the 
studies that assess the effects of social programs or interventions, internal validity is 
perhaps the primary consideration.   
In external validity, the pragmatic trial seeks to maximize external validity to ensure that 
the results can be generalized (Godwin et al. 2003). Onwuegbuzie and Leech (2007) 
claim that external validity refers to the degree that the findings of a study can be 
generalized across different populations of persons, settings, contexts, and times. Yin 
(2003b) states that case studies do not provide statistical generalization and the number 
of cases studied is also not relevant for statistical generalization. Case studies look for 
analytical generalization and the investigator or researcher is the person to generalize a 
particular set of results to some broader theory (Yin 2003b). In summary, external 
validity pertains to the conformability and transferability of findings and conclusions 
(Onwuegbuzie & Leech 2007). Therefore, the external validity will be based on theories 
and previous studies that provide substantial knowledge for the researcher to compare 
with the findings from the interviews. Kvale and Brinkmann (2008) and Neuman (2006) 
suggest an activity that could be performed to increase the validity of study through a 
prolonged engagement. This includes the investment of sufficient time of the researcher 
to learn the culture of participants, test for misinformation introduced by distortion, 
either by the researcher of the members and to build trust. The researcher attempted to 
familiarise himself with the managers or business owners in each business of the five 
industry clusters, and speak with them in the terminology that managers or business 
owners would be familiar with, such as IT and innovation. Interviews were conducted at 
their premises and at their convenience and appointments for interviews were organised 
in advance. The environment for interviews was comfortable and the participants felt 
relaxed and comfortable to participate the interviews.  
3.5.2 Reliability 
Reliability refers to the degree of trust placed in the accuracy and consistency of the 
findings, which can be tested and confirmed by repeating the data collection method at 
varying times and with different researchers and respondents (Given 2008). In this 
research, the respondents refer to managers or business owners in the five industry 
clusters. Hence, a set of procedures were developed and constructed to be available and 
enable future researchers that are interested in the same area or topic to study further or 
replicate the results. Internal consistency in this study is concerned with minimising 
errors and biases of the researcher during the interviews when interviewing the 
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managers or business owners in the five industry clusters, and ensuring that the given 
story fits into a coherent framework. By the time the researcher finished all interviews, 
the researcher was able to recount the story of their business operational processes as 
well as innovation leading to improved business performance in each business in the five 
industry clusters due to the consistency provided by each participant. This process can 
promote consistency in the research process and can serve to identify, and subsequently 
decrease, the bias of any particular team member involved in the research (Given 2008).   
External consistency refers to the ability of the researcher to cross-check the information 
provided by the participants in the interviews. This process was accomplished by enlisting 
the assistance of other business owners in the same industry cluster to verify the 
information given by other participants in the same industry cluster. This process can 
also be accomplished by enlisting the assistance from other researchers that have an 
interest in the same field and they also can review raw data, notes, logs, journals, and 
other materials associated with the study. In this research, the participants were 
approached and a consent form and plain language statement were given. This informed 
participants of the objectives of the study and addressed any ethical issues. The 
participants were also asked whether the researcher could record interviews, which 
would then be transcribed. Notes were taken in each interview. The researcher referred 
to some information from previous interviews in the same cluster to ensure that the 
researcher had obtained the right context confirmed by other participants in the same 
cluster. Each participant was asked at the end of each interview whether the researcher 
could make call them to discuss any further relevant issues that might be important to 
add to this research. 
The researcher also obtained assistance from other researchers that have the same 
mutual interest in SMEs. Another researcher reviewed the transcripts and compared the 
written transcript with the digital recordings to ensure that information was accurately 
transcribed. This process is referred to as peer debriefing, although it accomplishes the 
same goal as an audit, to ensure that information given by participants in the same 
industry cluster was accurate, minimizing any the misinformation or error (Given 2008; 
Neuman 2006). 
3.6 Summary 
This chapter has outlined and discussed the research methodology utilised in this study. 
A qualitative approach was selected using in-depth interviews in collecting data as data 
were derived from managers and owners of Thai SMEs about their experience and 
opinions. 
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A case study methodology was adopted and employed in this study. The case studies 
enabled the researcher to obtain inside information from the managers and owners of 
Thai SMEs, their organisation information, and from document collections via various 
sources such as journals and textbooks in order to increase the confidence of data 
derived and the level of credibility of the research.   
Data was analysed using content analysis; by identifying themes or patterns that 
emerged from core meanings through content analysis. While themes usually take a 
more categorical or topical form, patterns usually refer to descriptive findings (Patton 
2002). Data was coded into many themes focusing on technology and innovation to best 
suit the appropriate unit of analysis (Creswell 2007; Creswell 1994; Patton 2002).  
The following chapters (4, 5, 6, 7 and 8) will discuss the data for the relevant clusters, 
further establishing the context of the research as well as telling the story of the 
organisational, technological and environmental factors, IT, innovation, improved 
business competency, and value creation in Thai SMEs. 
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Chapter 4  
PARAWOOD INDUSTRY CLUSTER 
 
4.1 Introduction 
This chapter reports on the findings of research into ‗Innovation Adoption in Thai SMEs‘ 
based on a case study of the Parawood industry cluster in Thailand. In this chapter, a 
background of the Parawood industry cluster in Thailand is reported, which is followed by 
an overview of the three representatives of the Parawood industry cluster in Thailand, 
the Parawood industry cluster in the context of change (organisation, technology and 
environment), innovation in the Parawood industry cluster in Thailand, core competencies 
and value creation in the case of the Parawood industry cluster in Thailand, and 
performance in the Parawood industry cluster in Thailand. Then a summary is provided to 
summarise the findings from the interviews according to the context of change, in the 
organisational, technological and environmental contexts. The following topic starts with 
the background of the Parawood industry cluster in Thailand. 
4.2 Case study of the Parawood industry cluster 
in Thailand 
Parawood is the wood from the para, or rubber tree (Kind 2006). The Parawood, or 
rubberwood, taken from this tree is used to manufacture furniture. Para is a tree of 
major economic importance because it can also be used to produce latex, which is the 
primary source of natural rubber (Chanagant 1997; Gazo & Quesada 2005; Kind 2006). 
Parawood has also been used to replace other types of wood used in the furniture 
industry for more than 30 years due to a shortage of natural resources and deforestation 
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problems, mostly in Thailand (Chanagant 1997; Gazo & Quesada 2005; 
Supadarattanawong & Rodkwan 2006).  
The Parawood industry cluster is now considered one of the largest domestic resource–
based industries in Thailand. Most manufacturers in Thailand are located in country areas 
and the biggest Parawood location is in the eastern part of Thailand, particularly in the 
Chonburi province.  
This industry cluster is currently facing many obstacles such as high wages and increased 
competition in export markets. Major international competitors mostly come from China 
and Vietnam because these countries can produce Parawood products at lower costs and 
can sustain cheaper operations. The major issue for Thai Parawood manufacturing is how 
to find ways to survive in the industry and to efficiently utilise domestic resources in the 
production of Parawood furniture and parts for export.   
The business environment is competitive and the business operator must be cautious or 
customers might switch to a competitor. The following section discusses the three 
representative companies from the Parawood industry cluster in Thailand that 
participated in this research. 
4.3 Overview of the three companies 
(Representatives of the Parawood industry 
cluster in Thailand) 
This research is qualitative and adopts a narrative style (Creswell 2007; Lewis-Beck et al. 
2003) to investigate three companies—PWD Co. Ltd, CC Co. Ltd, and SWP Co. Ltd—that 
represent Thai SMEs in the Parawood industry cluster. Each company begins by looking 
at the context within which change occurs following the Organisation, Technology and 
Environment (OTE) framework (Chapter 2.5), and this is then followed by consideration 
of innovation in these companies. The discussion then continues around the business 
competencies and value creation in the Parawood industry cluster, and concludes with a 
look at performance in the industry cluster.  
Company I: PWD Co. Ltd 
PWD Co. Ltd first started in 1996 and had been operating for twelve years at the time of 
writing. PWD is one of the major leaders in the Parawood industry cluster but has 
experienced many problems from the beginning. Mr K is the owner of the business and 
had significant experience before he started this business such as financial problems, 
product design problems, and marketing problems. He wanted to conduct business but 
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he did not know where and how to conduct business. Mr K shared his knowledge and 
experience during the interview and discussed his contribution to his business and the 
Parawood industry through the Parawood industry cluster in Thailand. Many issues were 
raised in the discussion such as business history, size of the organisation, finance, 
technologies used and the business environment, as well as other issues in regards to 
innovation and technology.   
Company II: CC Co. Ltd 
Mr C started his career in the Parawood industry cluster by working as an employee in a 
Parawood manufacturing plant in the Chonburi province in eastern Thailand. During the 
time he worked for the company, he borrowed money from his friends and colleagues at 
work to purchase lottery tickets and for other forms of gambling. He knew that this was 
not good but it became habitual. He realised that if he wanted more money to pay for his 
debts, he would have to work harder, and the money he was earning at the time was not 
enough to pay for his debts and expenses. So he decided to quit his job and start his own 
business. After 20 years of experience in the industry, Mr C decided to invest in a 
business on his own in the Parawood industry cluster. He left a company with a big debt 
and tried to find ways on his own to operate a business. He started his business, CC Co. 
Ltd, in 2003, which has been growing continuously ever since.   
Company III: SWP Co. Ltd 
Mr VC is the owner and manager of SWP Co. Ltd. He has twelve years of experience in 
the Parawood industry cluster and decided to establish his own business in the year 2004 
with three million Baht of registered capital. Mr VC jumped into the wooden furniture 
business as soon as he graduated from college and has specialised in furniture since 
then. His current business is based on the production of furniture components such as 
kitchenware, sofa parts and large types of furniture by using Parawood as the material. 
The primary market for SWP is comprised of US manufacturing customers. Prior to 
establishing his own business, he had worked for a large company in the Chonburi 
province where he had 300 employees under his supervision. At the time of writing, 
there were 45 employees in his company, including four people in administrative 
positions and the remainder in technical positions.  
SWP is located in the Chonburi province where there are many other single companies 
operating nearby. Major orders come from a large foreign furniture company that 
normally orders parts from Thailand. Some types of furniture are assembled in Thailand 
while many types of furniture parts are exported and assembled at the customer‘s 
company. The following section further discusses the three representative companies in 
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the Parawood industry cluster in Thailand in the context of change, which covers 
organisational, technological and environmental contexts.  
4.4 The Parawood industry cluster in Thailand in 
the context of change: organisation, technology 
and environment  
Prior to a discussion of innovation in the Parawood industry cluster, the nature of each 
company is explored in the organisational, technological and environmental contexts. Mr 
K from PWD Co. Ltd, Mr C from CC Co. Ltd and Mr VC from SWP all discussed their 
companies‘ operations in the Parawood industry cluster. Their many years of experience 
in the industry contribute to their knowledge and understanding of the characteristics 
and environment of the industry.  
4.4.1 Organisational context 
The three business owners provide a rich source of information about the industry, 
including the structures and processes that either constrain or facilitate the adoption and 
implementation of innovation. They all discussed the numerous factors in their 
organisations that contribute to the successful operation and management of their 
companies, such as organisational size and culture, management style and organisational 
structure, and innovation capability which will be discussed in relation to the 
implementation of innovation in their respective businesses.  
4.4.1.1 Size of the Organisation  
With extensive experience operating their businesses, and in the industry in general, Mr 
K, Mr C and Mr VC share their thoughts on the optimal number of employees for their 
organisations. The number of employees in an organisation depends heavily on the type 
of industry involved and the scale of the company. In the Parawood industry cluster, the 
size of companies is generally medium. In the interviews, the business owners were all 
asked the question: 
How many employees are currently working at your company? 
Their responses were different. Although differing in number, the employees in the 
organisation did not exceed 100 people. Mr K responded to this question by saying: 
 There are 100 people in my organisation. I used to think 
that we need about 160–170 people in our facility. We used 
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to have 150 people working at our facility.  Then the number 
decreased.   
Mr K limited the number of employees in his organisation and he discussed that he 
adjusted number of employees with the number and capacity of machines, not by 
increasing the amount of manpower. When discussing the number of employees at CC 
Co. Ltd with Mr C he agreed with Mr K‘s statements. However, Mr C also mentioned that 
his business does not need to be large. He suggested that: 
 We started with four people and then increased to 20 
people. There are now 38 people in my company. 
Mr C was asked about his management skill to control 100 employees. He discussed that 
they maintained good control. Mr C claimed that he can expand the number of 
employees up to a certain level, and then explained why he does not need to increase 
that number beyond this: 
 I will possibly increase the number of employees up to 50 
people then I will stop. Everything should be all set and 
saturated. You will not get tired with the optimum size of the 
organisation and it is not too difficult to control.  
Mr C made the point that if numbers increase beyond his span of control, problems can 
arise in the organisation: 
 I understand that I will not get a big headache with the 
current number of staff at this sized and, of course, we can 
gain higher profit than larger size organisations in the 
Parawood industry cluster. 
Mr C suggested that a smaller number of employees is easier to control. Starting a large 
business can result in many problems, such as financial problems, conflict of interest, 
and conflict among employees.   
Mr VC‘s opinion towards the size of an organisation was different to that of Mr K and Mr 
C. Mr VC suggested that keeping the size of an organisation small is more practical and 
easier to manage. As the owner of a business with significant experience in the Parawood 
industry cluster, he stated that: 
 There are 45 employees in SWP Co. Ltd, four people in 
administrative positions and 41 people in technical positions. 
Mr VC did not believe that it is important to expand his business because he sees its 
current size as appropriate for the business environment, and conducive to good quality 
products. Mr VC stated that: 
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 I don‘t expect to expand my business in terms of size or 
number of employees. My vision is not just to make profit, 
but I will make good quality products, make customers 
happy, and make employees happy.   
He continued with his views on the optimum size for organisations in the Parawood 
industry cluster: 
 I see that the optimum size in this Parawood business 
should not exceed 80 employees. This is a good size and 
easy to control in terms of employees and quality of 
products. 
Each business owner was aware that they should avoid conflict with government law and 
regulations, which requires that organisations with 100 employees or more send their 
employees to study and train in government career training centres, as failure to comply 
with these laws and regulations can result in fines.   
Thus, based on the experiences of these three owners, the Parawood industry cluster 
organisations need only expand until they reach an optimum number of employees—
which is usually relatively small—that suits their capabilities and the needs of the 
industry. These owners all suggested that a higher number of employees does not 
necessarily mean the business is likely to be more profitable. Each owner preferred to 
keep the number of employees within their company at no more than 100 because this 
is: 
 Easy to manage 
 Easy to provide training 
 Easy to monitor work in processes 
 Convenient to allocate tasks 
 Feasible to gain or improve profit levels 
As indicated by the above, size does impact on the management of businesses in the 
Parawood industry cluster. The next organisational factor that the three business owners 
discussed was culture, which is described in the following section. 
4.4.1.2 Culture 
Culture is an important organisational factor to consider as employees often come from 
many different backgrounds, and thus there is the potential for conflict between 
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members of these different cultural groups. Each organisation must invest time and 
resources towards developing and stabilising a positive and harmonious organisational 
culture.  
Mr K explained that in the twelve years that he has operated his business, he had many 
stories and faced many issues related to the cultural diversity of his employees, and that 
it had been necessary to repeatedly adjust his business operations to identify the most 
effective ways to get people from different backgrounds to work together harmoniously. 
These differences include religion, family background, language, and work experience 
prior to employment at PWD. Specifically in relation to religion, Mr K stated the following: 
 Around my manufacturing area, it is a combination of 
Buddhist, Christian and Islamic employees. It was a big 
problem in the beginning, cultural differences ... a big conflict. 
Mr K believes that regular discussions in meetings can lead employees to reach a mutual 
understanding of each other. Misunderstandings, or questions about personal or work-
related issues can also be resolved at regular company meetings. Mr K aims to clarify 
details, and resolve any confusion, about employees‘ work at these weekly meetings. He 
further explains that the working culture in his company was set up according to his 
chosen style, which stipulates that work must be completed properly in each section prior 
to sending the material to the subsequent section. He cited in his interview that: 
 If the works are not well done prior to reaching their 
subsequent section, they will have to resend the work back [to 
the previous section]. 
Mr K confirmed that this working culture is appropriate for his organisation and further 
explained that: 
 We would cross-check at each step and we could see where 
the mistake is. We set up the aims and everyone is required to 
follow them.  
Cultures manifest in different ways. Mr K described an example that illustrates the 
relationship between culture and leadership: 
 The Don Wai Floating market location is in an old town [in the 
Rachaburi province, Thailand]. The monk leader and head of 
the village discussed how to strengthen the village. They 
wanted to help the local people, and they wanted to sustain 
the local culture. Nowadays, I believe that people walking in 
this floating market will want to spend their money. Millions 
flow into this village each day.  
Mr K offered this example to demonstrate the significant role a leader can play in 
maintaining the culture in an organisation. The leader of the organisation can also play a 
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significant role in maintaining the direction of the organisational culture and ensuring 
that employees adapt well to that culture.  
Based on his experience of organisational culture, Mr C has realised that culture is an 
important organisational factor in a company‘s success. Mr C treats his employees 
equally, and endeavours to listen to all sides as perceived by his employees. He 
explained that: 
 Regulations and policies are not too strict in this company. If 
the employees wish to get a bonus, they have to do good 
work. 
Mr C learnt how to operate his business from his accumulated experience. He 
understands the culture of his employees because he can identify the employees‘ views 
and thoughts. He understands that many employees work just enough to obtain a certain 
level of pay and that many of them would stop working until they need money again. 
This is why he offers them bonuses as an incentive to do good work with no 
absenteeism. He offered an example of local Thai suburban culture, describing how 
people are relaxed and always looking to earn ‗easy money‘: 
 Every time I go to the market, I observe that many Thais 
borrow money from Indians who are selling nuts in the 
market. Thais have to pay 20% interest per day. It is high but 
they still do that because Thais love lottery. They use money 
for the lottery. 
He shares his experience with his employees by informing them that such easy money 
can cause them big problems later on as the interest on loans from non-financial 
institutions can be high and they can end up with serious financial burdens and no ability 
to pay off these debts. Thus, Mr C has created an organisational culture based on his own 
experience, and communicates this experience to his employees, convincing them to see 
what is good and what is bad.  Mr C further explained that: 
 I can guarantee that I never take advantage of my employees. 
I wish them to not take advantage of me as well. I‘m fair. You 
do not need to report to me if a person is not working. You 
have to do your best job. I monitor employees working in the 
company on my own. I will increase their salary from my 
monitoring at work.   
Mr VC‘s business has been operating in the industry for five years. He cited that he has 
adapted his twelve years of experience in the industry to the needs of his business. He 
mentioned organisational culture in the interview: 
 This is the fifth year of our business. We have changed 
organisational culture over the last four years. We have tried 
to adjust and make it suit our organisation. You can observe 
that all people working in this organisation are young. They 
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accept change easily. We don‘t want to get people with hard-
headed minds. They are hard to change and will not cooperate 
having worked a long period of time.  
Mr VC believes that people at a young age are easy to control and can be guided to 
perform in a designated direction. However, rules and regulations are enforced at his 
organisation to ensure that all employees work together:  
 There are rules and regulations at work. If the employees are 
doing something wrong, we can identify them.  
Mr VC further elaborated on the organisational culture in his business: 
 We have got to help them while working too. My idea is 
different from what I have learned from the textbooks. You 
may have seen the pyramid. My pyramid is upside down. It 
means that management is at the bottom while the technical 
aspect is at the top of my pyramid. The meaning of an upside 
down pyramid is management has to support employees while 
they are working.   
This approach implies that employees will be assisted and guided when they have 
problems until they are confident and able to work independently. They will learn how to 
resolve problems by learning from experience and practice, and can then make their own 
work-related decisions. However, there are limitations to this decision-making process as 
Mr VC explained in his interview: 
 Every single employee has a certain level of power in the 
decision-making process. We always talk and we always have 
meetings.  
From the information gathered in the interviews, it is clear that culture is an important 
factor that has a great impact on the performance of an organisation. Without knowing 
the employees or establishing an appropriate culture to guide the employees, they will 
develop their own culture. Such an organisational culture, developed by employees 
themselves, can cause serious problems such as a failure of management or a loss of 
benefits to the organisation. This, in relation to organisational culture, indicates that the 
management style and organisational structure need to be addressed. 
4.4.1.3 Management style and organisational structure 
According to the owners of the Parawood companies, management styles need to fit with 
the type of organisation and industry. The owners or managers of the business must 
continually seek out knowledge as the business environment changes rapidly. Mr K 
explained the importance of management: 
 It‘s not just to control production cost, but also management 
costs at the same time. One major problem that I can observe 
is that most manufacturers in Thailand think that they are 
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already good at their business. They never like to further their 
study or seek knowledge to add to what they have. They have 
made a big mistake. They have closed their eyes, forgetting 
that many competitors can be many steps ahead of them. 
Mr K values the importance of a management style that includes areas such as cost 
management, financial management, human resource management and knowledge 
management. The leaders of a business have to be ahead of their competitors to survive 
in this highly competitive era. The ability to control the quality of the product is one 
important factor to be considered. The business owners or managers must be able to 
develop their own means to consistently control the quality of products. Mr K suggested 
from his experience that: 
 What we do is that the first person checks their part, second 
person checks another part that they are working on, and so on 
till the end of its line. Then each person will have to write his or 
her report. Then, we do not need a real QC system [quality 
control system]. If there is something wrong, they will write a 
report and send the work back to the previous section. They 
need to sign the report before, then accept the work.   
Mr K proudly confirmed that his management style is flexible and assists with the 
operation of his business. He suggested that it is practical and receives a good response 
from his employees:  
 My management style is helpful. Everyone takes a part in 
terms of responsibilities. I can guarantee that there is no work 
pressure in our organisation.   
PWD has a simple organisational structure. Line managers obtain directives from the 
owner and the technical staff work under the line managers.   
In Mr C‘s opinion, his management style enables him to concentrate on his work at all 
times. Everything has to be right. He described how, previously, he chose a wrong 
direction in terms of financial management when he worked for other companies, and he 
does not want the same situation to arise in his own business. He emphasised the 
importance of allocating the right person to the right task: 
 We train our employees. If they cannot do it well, then I will 
have them train again. The majority of the employees can 
perform well in their responsibilities. We recognise that people 
are different. I switch them into their specialised area. 
Sometimes, I have to rotate them until they can find 
themselves. 
In terms of organisational structure, Mr C stated that his organisation is not complex. 
The structure is simple and all employees receive orders directly from him. He always 
talks with his employees and explains the design of orders received prior to employees 
commencing their duties. He further explained that: 
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 We work like a family. I talk with my employees all the time. 
We have got to help each other. If they have a problem, they 
have got to tell me. If I can help, I will.  
Based on his experience, Mr VC emphasised the importance of his employees working as 
a team. Each employee has his/her own responsibilities but also must help others to 
complete their tasks. Mr VC stated that he had improved his management style over 
time: 
 My employees are at a young age. It takes time to teach 
them. The organisational culture takes time to develop. It 
cannot happen at once to be so perfect.  It can take ten years 
in some organisations.  
Mr VC explained that his way of making his management more efficient is that orders 
must not be complicated and the design of the products must be ready prior to the 
production process-taking place. This approach is adopted to avoid any 
misunderstandings and decrease the risk of operational costs in the form of raw material 
wastes to the company. He explained that: 
 I want to emphasise teamwork and production management. 
We are in a learning process for this business. We try to 
accept only orders with ready-designed products in their [the 
customers] hand.   
Mr VC believes that teamwork is a significant component that contributes towards the 
success of his business. He is confident about getting the operation processes completed 
efficiently. 
 I believe that teamwork can help contribute towards 
successful implementation of management in the organisation. 
Also, the customer is another factor. Good customers will help 
the organisation to succeed. Good financial practice, 
organisation culture, and HR are other factors too.  
Mr VC explained that to contribute to the successful implementation of management in 
an organisation, owners and employees must listen to their customers. The customers 
can provide helpful comments for the business, such as about product quality 
improvement or service provision. The business owner may not realise the importance of 
customers‘ comments while the competitors are welcoming the customers‘ voice so that 
they can improve their product quality and service for customers. At the same time, the 
owners of the business need to maintain good financial practices. Using business money 
for non-business purposes is dangerous. The business risks failure if money is used for 
other purposes. In this regard, Mr VC explained that the organisational factors of 
teamwork, comments from customers, good financial practices by business owners, 
organisational culture and HR are important for businesses. In terms of organisational 
structure, Mr VC suggested that: 
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 Our organisation structure is simple. We have no hierarchy. 
Our products do not require product innovation because the 
customers design their own products. We have to think of the 
process. How do we complete the process quickly? How do we 
manage our orders? 
To summarise, management style and the organisational structure within the Parawood 
industry cluster should be simplified so that all employees are required to report directly 
and regularly to owners or managers. Any problems can be resolved efficiently if they are 
discussed between the employees and the owner or manager in a timely manner.  
The communication process should always be two way, thus enabling the owner or 
manager to directly talk with their employees, while the employees can report directly to 
the owner or manager. Working as a team will help build cooperation and collaboration 
within a company. The management style has been identified as a central factor for all 
three companies. 
4.4.1.4 Innovation capability   
The owners of the three Parawood companies (PWD Co. Ltd, CC Co. Ltd, SWP Co. Ltd) 
believe that the innovation capabilities of individual employees and companies overall 
lead to successful processes in their businesses. Mr K outlined his perspective on 
innovation: 
 Quality can create technology that could be adjusted and 
adapted within our industry cluster at a low cost. 
He elaborated that the requirement for product quality will enhance the ability of his 
employees and business overall to seek out and incorporate appropriate technologies, 
thus initiating innovation. He confers that innovation starts with a new idea that is 
developed into new machinery, new equipment or new products, which help reduce the 
costs to the business and allow advances in technology offered to customers. Mr K added 
that: 
 We welcome new ideas from employees. New people are 
always afraid of presenting new ideas. We created a good 
system for the employees [such as convincing employees to 
discuss their idea in weekly meetings].  
From Mr K‘s statement, it is clear that he is an open-minded person who creates an 
environment that fosters creativity and ideas among his employees. Mr K even supports 
his company to develop its own machines through his Research and Development (R&D) 
team: 
 We do our own R&D for machines and we invent them 
ourselves. Our strength or competitive advantage is our R&D 
on machines. We try to design our own technology based on 
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car technology. In this case, we would be able to find parts 
and materials for replacement easily.   
Mr C also realises the importance of technology for his business. The utilisation of 
technology can be seen as part of innovation in his organisation. Mr C always seeks to 
use new technology or invest in new machines to support his manufacturing operational 
processes.  
In SWP Co. Ltd, Mr VC demonstrates the ability to innovate in his organisation. He 
accepts the importance of innovation and is concerned with management innovation or 
administrative innovation so as to better control both the raw materials and employees in 
the organisation. Mr VC described his vision towards innovation: 
 People have different ideas. In the same industry cluster, 
other companies may encounter many problems. I suggest to 
them to pay more attention to operational management. 
Mr VC did not rush to jump into a high growth stage for his business, instead focusing on 
ensuring that his business continues to operate in a positive position. He has tried to 
ensure that his sales increase every year. Mr VC did not deny that he has adopted new 
technologies in his business. These technologies are basic technologies that operate well 
in the Parawood industry cluster. He admitted that: 
 We use basic machines. We hardly encounter technology 
problems. We have maintenance checkups every week to 
ensure the efficiency of the machines in our manufacturing 
processes.   
The information derived from the interview with Mr VC confirmed the utilisation of 
innovation in his organisation.  
The adoption of innovation can be seen at this stage. In some cases, it is also undertaken 
by individual employees, which can contribute to the business by decreasing costs and 
performing better business operations, thus improving quality performance. 
Many organisational factors were discussed during the interview sessions with the three 
company owners. It is evident that organisational size, culture, management style and 
structure, and the innovation ability of individual employees or an organisation are all 
important factors behind improving business performance. The following section 
discusses the technological context in the Parawood industry cluster. 
4.4.2 Technological Context 
This section discusses the technologies used in the three Parawood companies in this 
study, which include both internal and external technologies relevant to the industry. Mr 
K, Mr C and Mr VC confirmed that technology is widely utilised in the Parawood industry 
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cluster for many reasons, including: to help organisations to decrease the cost of labour 
and operations; to enhance manpower; to ease operational processes; and to produce 
products of a high quality. Many factors have been used as criteria for selecting 
appropriate technologies for Parawood businesses such as relative advantages, design 
and engineering, compatibility, and capacity of machines. The following section outlines 
the discussion on these factors in relation to the Thai Parawood industry cluster. 
4.4.2.1 Relative advantages 
Mr K, Mr C and Mr VC agreed that technology is important to the Parawood industry 
cluster as business can gain benefits from utilising technology to improve their 
operations.  
Mr K understands that one of the important advantages to technology is knowledge, as 
businesses can learn from utilising technologies. The business owner can also learn from 
the way in which machinery facilitates process operations. Tasks can be completed 
rapidly, the organisation can decrease its costs, and products are created with quality. 
Moreover, Mr K believed that the knowledge of technology can be transferred. 
 We transfer technology, transfer knowledge, transfer skill, or 
even transfer solutions for problems that we encountered in 
the past. We help each other to find ways to eliminate costs. 
In this case, maybe we can produce at 95 Baht per piece and 
that could initiate profit.  
Because the majority of Parawood manufacturers are grouped into a cluster, the business 
owners can help each other, and discuss their problems. When Mr K mentioned the 
transfer of technology, knowledge and skills, he was referring to the ways in which 
companies can help each other through discussion. The Parawood business owners 
sometimes trade knowledge and provide training for their employees in partnership with 
other companies. Mr K cited an interesting example of how good material planning 
together with technology can help a company to decrease its costs by using raw 
materials more efficiently. 
 Leftover materials will be used for other types of furniture. We 
have a good production system and we use materials 
efficiently. 
This example also demonstrates an aspect of the innovation in organisations. None of the 
materials used in PWD Co. Ltd are wasted. Mr K uses technology to utilise the leftover 
parts of materials to avoid wastage. Mr K also highlighted another advantage of 
technology, which is to assist with administrative control. In PWD Co. Ltd, innovation 
such as utilising IT equipment for HR records helps reduce the time required for the 
human resources department to track employees‘ absenteeism on their records.  
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Mr C is impressed with the technologies used in CC Co. Ltd. His experience tells him that 
technology can help him run his business and that he can gain great benefits from 
utilising technology, most of which involve a decrease in operation time and a decrease 
in costs:  
 Machines can help us to save time and cost. High investment 
on machines will help our business in the long run. I‘m not 
doing business only this year or for only another year, but I 
am here for the long run.  
When asked about the benefits or advantages he has gained from technology, Mr VC 
stated: 
 Technology that I look for must help my organisation in terms 
of decreasing cost, saving lead-time, providing high efficiency, 
and related benefits.  
The related benefits can be seen in terms of satisfaction from customers, quality of 
products and compatibility with other types of machinery.  
4.4.2.2 Design and engineering 
Design and engineering is another important factor for manufacturers to consider when 
selecting appropriate machinery. Some manufacturers may have limited space, some 
may find it difficult to expand the area and location of their company, and some may 
have a limited budget when choosing machines for their business operations. The issue 
of design and engineering entails focusing on appropriate machines in terms of size, 
design, functions, usability and capacity. In the Parawood industry cluster, the design 
and engineering of machines are important because the business owners and managers 
have to be aware of the productivity and quality of their products. The technologies used 
in the manufacturing process must be well suited for the size of the organisation, 
organisational ability, capacity to produce and financial resources.  
With twelve years of experience in the industry, Mr K has learnt to master both the 
operations and administration processes; he knows how to produce good quality 
products. Mr K has tried to create his own direction in designing and selecting machines 
by visiting exhibitions both in Thailand and abroad. Mr K seeks to continually improve his 
knowledge and invent machines on his own to enhance his business‘s processes and to 
develop his own machinery.  
Mr K is interested in car technology, as he has found that the machines used in the 
Parawood industry cluster are similar. As such, he has invented machines based on car 
technology because he found that car replacement parts and materials are cheaper than 
the parts for machines normally used in the Parawood industry cluster. This was 
confirmed by his Research and Development team.  
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 We create and invent much of our own equipment and 
machines because we know and understand our products. 
Mr K fully understands that his innovation in machine technologies should be used in his 
company to benefit his business operations.  
 It‘s kind of an innovation. I bought this item and adjusted it 
for other tasks. We can adapt ourselves.  
When the machines are faulty, Mr K and his research team can easily investigate and 
solve the problem immediately. He offered an example in this regard: 
 I was recently told that a machine was broken. I took it to the 
office and had a look. When we opened it up, there was 
nothing really important. There was only one transistor that 
needed to be changed. It‘s reached the end of its lifetime. I 
went to the shop and it cost only 70 Baht. Can you see that? 
Rather than paying between 10,000 and 50,000 Baht. It only 
cost me 70 Baht. Believe it or not, it will now work for quite a 
long time 
Mr K set up the work process system and receives a high level of cooperation from his 
employees. The employees always report to their manager or the owner when a machine 
is not operating properly. Based on Mr K‘s example, if the machines follow the company‘s 
own designs, any problems can be resolved easily and at a low cost. The company can 
also eliminate time spent sending machines for maintenance and the employees can 
continue their work with little interruption to operational processes.  
Mr C learnt how to operate the machines in his company based on his many years of 
experience in the industry. He familiarised himself with all parts of the machines and 
learnt how to fix similar machinery while working for other companies, before he decided 
to open his own business. Mr C knew that purchasing ready-to-use machines would be 
most appropriate for his business. In this case, he can identify additional operating 
functions of the machines because the machine supplier provides training after they 
install the machine.    
 I have adjusted some of the equipment but that was at the 
beginning of the business. Later, I found that buying ready-to-
use technology was more appropriate to my business because 
I know that people who have invented technology know how it 
functions and how to produce products more efficiently.  
Mr C suggested a trick to selecting the type and capacity of the machine to be utilised in 
his manufacturing process. In this case, the selection process enables his company to 
save costs and obtain benefits from the machines purchased: 
 When selecting machines for our company, I always consider 
the number of orders, volume, opportunity to increase volume 
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in the future, and compatibility to produce in conjunction with 
other jobs. 
Mr VC is convinced that the manufacturers must be concerned with their budget when 
selecting machines. All companies would of course prefer to purchase the best and most 
expensive machines; however, expensive machines do not always fit well into the 
manufacturing process. The capital investment, capacity of the machine and the 
productivity level should also be considered. 
The next technological factor under discussion is compatibility. 
4.4.2.3 Compatibility 
The compatibility of technology or machinery in this industry cluster mostly refers to 
machines that are used for one purpose but can also be used for other purposes. The 
owners or managers must utilise all of the machines to maximum capacity in order to 
achieve the highest benefit. The need for innovation also challenges business owners to 
be creative about adapting the machines in their companies to other purposes.   
Mr K suggested that the machines used in his manufacturing process are utilised to their 
highest capacity because they are used for a variety of situations and purposes. All of the 
machines in his company are compatible and can be used with other machines, and the 
employees are trained to operate the machines for different tasks.  
 We can separate parts of every single machine that I have 
invented and recombine to create new ones. It is highly 
‗compatible‘. They could be used with other machines.  
Mr K is concerned with the importance of technology and machinery, and he always 
seeks to learn how to adjust the machines to suit his manufacturing process. Changes in 
technologies have also driven him to learn more.  
Observing Mr C‘s experience with technology, it is clear that he utilises machines in his 
manufacturing so that: 
 All machines in my manufacturing process are compatible. If 
one is not functioning, I will see if another can be used to 
perform the same duties or adjust that particular task.  
In terms of compatibility, Mr C explained that his organisation does not use any one 
particular machine for only one purpose. Rather, each machine should be used to 
perform other operational processes.   
When observing the compatibility in Mr VC‘s organisation, Mr VC has adjusted basic 
machines to suit his manufacturing processes. He is concerned with the budget and the 
cost of machinery, which is why he tries to obtain good machines at lower prices, which 
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can perform at a high capability and capacity. Based on his experience, Mr VC is aware 
of the various types of machines available and is capable of analysing the costs and the 
capability of the machines. He always compares quality and costs to find the cheapest 
machines with the highest capability that are well suited to the tasks required. 
Mr VC explained that he is not only concerned with the cost or capability of a machine, 
but also with the compatibility:  
 We have tried to adjust the machines we have for other tasks 
as well.    
Mr VC explained that all requirements for the machines are reflected in the business 
planning. He understands the characteristics of each machine and he matches such 
characteristics with the operational processes of his business in order to derive the 
highest level of operational performance. 
 I try to use all technologies that are well suited to my 
organisation, not too high but at an acceptable level. To 
further explain, [I select] machines that are easy to operate, 
not too complicated.  
In relation to compatibility, all of the machines are required to perform efficiently, which 
was another factor about which all three owners were in agreement. The participants also 
suggested that all business owners do not expect machines to malfunction, but expect 
their machines to perform smoothly. This is to keep the machines operating to maintain 
their efficiency to operate in business.  
4.4.2.4 Capacity of machines   
Mr K described how PWD Co. Ltd uses all of its machines at a high capacity. He is certain 
that using the machines at high capacity benefits the manufacturer. Having a high 
number of machines that can perform the same tasks as other machines increases the 
costs of manufacture. Mr K discussed that he did not want to spend a lot of money on the 
machines. Mr K highlighted that he had a sufficient number of machines being utilised in 
the PWD and they still operated under the capacity of the machines. He did not see that 
it was necessary to purchase extra machines for the business. Hence the machines 
operate below the maximum capacity level, enabling employees to still be able to operate 
machines to create products. Mr K asserts that employees can also take turns at 
operating the machines. In taking turns at operating the machines, Mr K scheduled his 
employees to operate machines during regular work hours. Then he scheduled overtime 
work for his employees as well as time for machines to stop operating to provide the 
machines with downtime. There are three machine downtimes per day; 9.00 pm to 8.00 
am, 1.00 pm to 2.00 pm, and 5.00 pm to 6.00 pm. Machine downtimes can be adjusted 
depending on the orders from the customers.   
[88] 
 
 
Mr C is impressed with the use of machines in his organisation, as they all operate at the 
highest level of utility. Mr C explained differently from Mr K about the technology used 
for machines and the capacity of the machines in his company. Mr C discussed that he 
preferred new machines because he did not expect to encounter problems with the 
machines such as high maintenance costs or discontinuing the production process due to 
machine breakdowns. He recommends the use of good quality machines because: 
 They are convenient, produce high-quality products, and save 
time. 
Even though Mr C utilised brand new machines, Mr C also discussed that he never utilises 
the machines at maximum capacity. Mr VC explained the degree of time use at SWP Co. 
Ltd, stating that all of the machines are used at full capacity, which contributes to SWP 
achieving expected profit levels.  
 We have the capacity to produce at an expected level. 
According to our profit, I can say that I can achieve a 
consistent profit level that exceeds the furniture industry 
expectation.   
Mr VC explained based on his extensive managerial experience that he had to plan the 
utilisation of machines in his organisation to full capacity, as the machines have not yet 
operated to full capacity. Purchasing a new machine increases the investment cost for 
the organisation. Mr VC further discussed that he, as a business owner, had to be aware 
of investment costs to the business. 
The factors discussed in this section are all technological factors of particular concern to 
Parawood business owners. When they select machines, they expect that these factors 
be well examined to the need for his or her business before they make a decision to 
purchase the additional machinery.  
In operating a business, it is vital that companies are aware of the importance of their 
environment. Different businesses may encounter different factors that impact on their 
business. The two major factors of concern in this industry are competition and 
information intensity. Companies must be highly aware of the competitive intensity 
because new businesses emerge every day; some can survive while many businesses 
fold for reasons such as insufficient finance or funds and insufficient experience. All of 
these factors can potentially lead to failure. Information intensity is also of importance in 
this industry because information helps the business owner to make decisions in his or 
her business efficiently. The following section explores competition and information 
intensity in the Parawood industry cluster. 
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4.4.3 Environmental context 
The three companies conduct their business in the Parawood industry cluster in which the 
environment is highly competitive and accurate information is vital. Mr K, Mr C and Mr VC 
all expressed their views on the competitive environment. The competition comes not 
only from local competitors, but also from other nearby countries such as Vietnam, Laos, 
Malaysia, Indonesia and China.  
While all three companies operate within a highly competitive environment, they have 
learned to motivate themselves to gather information from various sources such as 
books, magazines, television and the Internet. Business owners retrieve information from 
different countries to learn about international trends, obtain orders from overseas, 
update information about the industry, raise their awareness of trends in products and 
conduct transactions online. However, since such information is easy to access, the 
computer and its applications provide the same access to information for competitors. 
Only those able to utilise the highest benefits of information can survive the competition.   
4.4.3.1 Competition intensity 
Although competition in the Parawood industry cluster is high, it is difficult for new 
entrants who encounter fierce competition. High capital investment levels cannot 
guarantee that new entrants will be successful. The industry requires both management 
skills and operational experience. Mr K shared his thoughts on competition: 
 The major problem in Thailand is that the same types of 
businesses are located in the same area. It is important to 
keep everything secret and don‘t ever let other people learn 
your secret. Otherwise, you will be dead meat! 
In Mr K‘s view, competitors can try to learn about the innovations and technologies used 
in the industry by others to become more competitive. They can also study other 
products so that they can imitate, produce and sell them in the same market.   
Mr C shares the view of Mr K that newcomers will find it difficult to enter the industry, 
citing similar reasons. Mr VC also agreed that the industry is highly competitive.   
Mr VC has learnt that major competitors from other countries such as Laos, Vietnam and 
China have played an important role to frame the industry:  
 Laos, Vietnam and China are not vital competitors. 
Competitors from Taiwan are the ones we have to keep our 
eyes on. They opened their business in China and Vietnam. 
They relocated their production base from their country to 
China and Vietnam. They know they can get good quality 
Parawood from Thailand and they invest in modern machines 
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and equipment. This is the problem that makes it difficult to 
compete with them.  
The responses received from the three participants confirmed that there is a high degree 
of competition in the Parawood industry cluster. Existing Parawood businesses enjoy their 
market share and have the ability to maintain their market share level. This stiff 
competition blocks new businesses from entering the market.  
The following section explains the impact of information intensity in the Parawood 
industry cluster. 
4.4.3.2 Information intensity 
There are many sources of information, but one particularly fast and efficient channel is 
through the Internet. Anyone can access the Internet and information can be retrieved 
from websites. Technology has provided the ability for all people to utilise and learn 
business trends, new ways to contact customers, and new ways to conduct transactions.  
In the Parawood industry cluster, Mr K has utilised the computer to learn new 
information via the Internet. He explained: 
 We search the Internet, we see our competitors. We see the 
development of new products. we see new designs, and we 
see the trends of business. 
Even though Mr C has little knowledge of information technology, he is aware of the 
importance of information. Mr C perceives that business cannot survive without 
information and information allows his business to compete in terms of finding the right 
technology to develop quality products.  
 There‘s plenty of information. We need to learn information. If 
we stop learning, we will die. Other people will be many steps 
ahead of us.  
Raising their awareness of, and access to, information will enable owners and managers 
to compete with both local and international competitors.  
The following section discusses innovation in this industry cluster. The discussion focuses 
on both organisational innovation and technological innovation. 
4.5 Innovation in the Parawood industry cluster 
in Thailand 
The three representative companies demonstrate innovation in terms of both 
organisation and technology innovation. Organisational innovation will be discussed in 
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relation to three areas: product innovation, service innovation and administrative 
innovation. The technology will be discussed in relation to the three type of technology: 
traditional technology, engineering technology and information technology. 
4.5.1 Organisational innovation in the Parawood industry 
cluster 
In the Parawood industry cluster, the organisational innovations that can be observed 
occur primarily in the form of product innovation or administrative innovation. Service 
innovation was rarely observed or discussed in the interviews.  
4.5.1.1 Product innovation 
Large organisations and organisations with high levels of knowledge such as PWD Co. Ltd 
demonstrate product innovation abilities. Mr K stated that he has tried to use all parts of 
raw materials efficiently; even small pieces can be used to produce smaller products. All 
parts of raw materials are designed so that any leftover materials can be used for other 
types of products. The other companies interviewed demonstrate only limited product 
innovation as they are focused on ensuring the quality of products delivered only for 
orders received, with products that are already designed or which have been designed by 
customers. CC Co. Ltd and SWP Co. Ltd have tried to eliminate unexpected risk from 
their operational processes and the risk that the customers may not accept the 
completed products. 
4.5.1.2 Service innovation 
The nature of the Parawood industry cluster in Thailand relies heavily on products 
created according to designs made to order for customers, no major service innovations 
were identified. The Parawood organisations only demonstrate their ability to create 
products to meet the required time frame. No other service innovations were discussed. 
4.5.1.3 Administrative innovation 
High levels of administrative innovation are observed in the Parawood industry cluster. 
The three owners focused on how to reduce costs, how to utilise raw materials efficiently, 
and how to produce products of a high quality. Mr K, Mr C and Mr VC all argued that 
management must be careful with the requirements to decrease costs, utilise raw 
materials efficiently, and develop products of a high quality. 
The following section outlines the relationship between the three types of organisational 
innovation in the Parawood industry cluster. 
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4.5.1.4 Relationships within organisational innovationin the Parawood industry 
cluster   
In the Parawood industry cluster, the manufacturing process is heavily involved with 
technology and machinery, and business owners must adopt technology developed both 
within the organisation and technology developed outside the organisation. Both open 
and closed innovation (Chesbrough 2006) are adopted in this industry cluster.  
The information derived from the interviews with the three owners indicated that the 
products are designed by the customers. The customers have their own designs and 
outsource the manufacturing to produce products based on their design. Therefore, 
manufacturing in the Parawood industry cluster does not require much product 
innovation. Some manufacturers may require product innovation, but only the larger 
organisations are able to accommodate such requests. There is little need for service 
innovation in this industry cluster. Administrative innovation is required in the 
manufacturing area to ensure that the owners are able to control employees and monitor 
productivity through implementation of a good system.  
A moderate market offering a combination of products and services is required because 
Parawood manufacturers do not need to be involved in product design, as customers 
bring their own designs. The manufacturers only have to be concerned with the quality of 
the Parawood product. Secondly, only a low level of service development is required 
because service development is not important in this industry cluster. Service is not a 
major factor because the manufacturer simply has to produce according to the customers 
order and must be able to deliver the products on schedule. As long as the 
manufacturers can meet these requirements of the customers, they have no further 
concerns. The administrator is required to work hard in terms of administrative 
innovation to produce products of high quality and contribute towards the perception of 
successful implementation of innovation. The administrator must monitor and control 
people, finances, raw materials, and operations to ensure that the business can survive. 
  
The next section presents a discussion of the technologies used in the Parawood industry 
cluster.   
4.5.2 Technology utilised in the Parawood industry cluster 
The technology used in the Parawood industry cluster can be classified into three types: 
traditional technology, engineering technology and information technology. Mr K, Mr C 
and Mr VC all agree that technology has played an important role in the Parawood 
industry cluster. The manufacturing process cannot produce products in large quantities 
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without the machinery and businesses cannot access or receive information without IT 
equipment. Mr K explained that all three types of technology - traditional, engineering 
and information technology - are utilised in his organisation. The three owners have used 
technology at different levels: Mr K has utilised all kinds of technologies, Mr C has relied 
heavily on engineering technology and some elements of information technology, while 
Mr VC has utilised little traditional technology, some parts of engineering technology and 
some aspects of information technology.  
Mr C trusts technology because he has worked in the Parawood industry cluster for 21 
years, both working for other companies and within his own business. Even though Mr C 
has little knowledge of information technology, he still believes that technology helps him 
and his company. He stated that: 
 I trust technology. If we have good technology, we can 
complete products within the specified time frames. 
Part of Mr VC‘s statement also demonstrates his impression of technology: 
 Technology is helpful for our business such as quality of 
products. For example, the painting process, if we paint by 
hand, the finished products will depend heavily on the mood 
and emotion of the employees. If today the painter gets into a 
fight with his friend, I can‘t imagine my finished products. 
Machines are stable. We mix the colour and humans control 
the work. If we get good machines, we certainly can ensure 
the quality of the finished products. 
The following section discusses the first category of technology—traditional technology—
in the Parawood industry cluster. 
4.5.2.1 Traditional technology 
Mr K is the only interviewee who perceives the importance of all kinds of technologies 
equally. He realises that traditional technology can help some of the business processes 
and can solve unexpected problems. Some traditional technologies have been forgotten 
but others can still be used at present, once staff/employees are aware of them. One 
traditional technology is cited in an example offered by Mr K: 
 Like the sanding process [to make wooden surfaces smooth], 
big manufacturers will order a typical machine for the sanding 
process. However, small manufacturers cannot invest big 
money like that. We developed our machine from traditional 
knowledge from people in the prior generation. It works well.  
In Mr VC‘s experience, he has adjusted basic machinery based on traditional knowledge 
to adapt them to be used in his company. These basic machines help Mr VC to save on 
costs and investment, and they still operate well.  
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 We invented basic machines to help employees with easy 
tasks in our manufacturing process and they can control the 
operation of the machines. 
The second type of technology is engineering technology, which is widely used in all 
three companies.  
4.5.2.2 Engineering technology 
The engineering technologies observed in the Parawood industry cluster come in the form 
of the machines used in the manufacturing process. Some are invented by Research and 
Development departments while others are ready-to-use machines, invented by machine 
specialists in the industry. Mr K, Mr C and Mr VC have all adopted engineering technology 
because to a degree it can replace manpower, decrease the cost of labour and provide 
more accurate operation times.  
Mr K stated that in PWD Co. Ltd engineering technology enables faster completion of 
operational processes rapidly. He also explained that: 
 We do our own R&D for machines and we invent them 
ourselves. Our strength or competitive advantage is our R&D 
on machines. 
Mr C plans to expand the capacity of the machinery in his business but he is not yet 
ready to adopt new engineering technology. He has discussed the options with his wife in 
regards to the expansion of machine capacity, as he is aware of the importance of 
engineering technology.   
In a similar vein, Mr VC described the utilisation of engineering technology in SWP Co. 
Ltd as bringing many benefits to operational processes. The maintenance system has 
helped all the machinery to perform their appropriate functions with improved accuracy. 
The last form of technology considered is information technology and all three owners 
addressed its importance in the Parawood industry cluster.  
4.5.2.3 Information technology 
Information Technology (IT) has been well utilised in the Parawood industry cluster. IT 
facilities that have been used thoroughly include facsimile machines, telephone sets, and 
computers. Mr K provided an example of the information technology utilised in his 
organisation: 
 We are now using email. We have decreased the number of 
orders by fax and mostly receive orders from customers by 
email. 
IT has also been used in Mr K‘s business to search for information for various purposes: 
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 Like our present design process, I utilise the computer. Many 
of our product items, we have searched from the Internet. We 
look at them, improve and then develop from there. 
Sometimes, we even compare our competitors and adjust 
them based on practical use.  
Mr K also explained that from his experience using IT provides a competitive advantage 
through accessing information from other countries. Mr K commented on such sources of 
information: 
 We can see the trend by using the Internet. It‘s just like the 
Yellow Pages [a telephone directory] in the past. We can see 
who the biggest leaders in the industry are. We know who are 
selling items, for example. 
Mr C hardly uses information technology himself; he can only use simple IT devices such 
as the facsimile machine and telephone. Mr C is not acquainted with IT but his wife has 
learned how to use a computer for business purposes. Mr C further explained: 
 We normally use fax machines. I try to make everything 
simple. Otherwise my wife will have to work hard. She has got 
to take care of the document processes. She can use email 
anyway. She does use a lot of email.  
Mr VC also trusts IT. He believes in the information world and believes that companies 
that learn how to retrieve valuable information will gain a competitive advantage. He 
perceives that: 
 IT will be helpful for businesses, for business development, for 
better competition, and to get information.  
Mr VC is aware of the importance of technology but is not ready in terms of the 
necessary financial investment.  
 I don‘t want to invest much in IT at the moment. Like I have 
said, the economy is unstable. We need to be cautious with 
the financial capital.  
To date, Mr VC has invested in IT for communication devices to facilitate his business: 
 The IT facilities that we use are computers, facsimile 
machines, and telephone sets. 
In terms of searching for information online, Mr VC is also aware of the importance of 
being ahead of one‘s competitors, and has used the computer and the Internet to search 
for information or competitors‘ the Internet websites for new trends and global market 
information. Mr VC has realised that IT can also be used for other purposes and he 
intends to pursue IT to improve his business processes, once his financial status is more 
stable and when he is ready. 
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The following section discusses the relationship between the three types of technologies 
in the Parawood industry cluster. 
4.5.2.4 Relationship between technologiesin the Parawood industry cluster   
The transformation of technology from traditional technology to engineering technology 
is evident because the Parawood manufacturers have tried to adjust current technology 
or invent new technology by combining traditional technology with engineering 
technology. Part of the traditional technology is retained in conjunction with information 
technology, which can be described as knowledge management in that the organisation 
uses traditional technology but adjusts it to fit into the information technology world. By 
gaining more knowledge of technology using IT towards engineering technology, this 
type of management is known as technology management.  
The next section discusses the improved business competencies and value creation in the 
Parawood industry cluster in Thailand. Improved business competencies and value 
creation are derived from organisational innovation and the technology used in the 
industry.  
4.6 Improved business competencies and value 
creation in the case of the Parawood industry 
cluster in Thailand 
On the basis of the discussion of organisational innovation in the Parawood industry 
cluster, it is evident that administrative innovation should be the primary focus of 
businesses in the Parawood industry cluster. There is little requirement for either service 
innovation or product innovation in the Parawood industry cluster. Administrative 
innovation refers to management in an organisation.  
Management is important to the Parawood industry cluster because the nature of the 
business is such that it must deal with amount of employees in ranges of production 
lines, and the operational system. Therefore, the control system must be efficiently 
applied to be able to diminish the number of waste of the raw materials. Administrative 
innovation is thus a significant requirement because business owners in the industry 
cluster have to control numbers of employees as well as operational management. Where 
there are many people in an organisation, conflict can arise easily. To manage many 
employees and ensure they work efficiently under the same culture and environment is 
of vital concern to the business owner. Service innovation is of limited importance in the 
Parawood industry cluster because manufacturers are required only to produce products 
that are already designed by the customers. Thus, manufacturers simply have to control 
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product quality and standard to meet the requirements of customers. The requirement 
for service innovation may increase in the future. Product innovation is also of limited 
importance because the customers do not require the manufacturers to fully design the 
products for them. The customers generally have their own product designs, unless the 
manufacturers transform their service to provide the full range of services or opt to add 
the product line themselves. In this case, the manufacturer would have to acquire a high 
level of investment to create new products and increase the size of the business to 
capture a larger market.  
In terms of organisational innovation focuses in the Parawood industry cluster, the 
requirement for market offering is low in terms of the characteristics and the design of 
products because customers already design the products. However, the quality and 
standard of products is crucial to satisfy the requirements of customers. Service 
development is limited in the industry because customers pay little attention to services. 
The major customers of the Parawood industry cluster are furniture manufacturers, who 
use the products to build furniture, which they sell alongside services to the end users or 
customers. Lastly, levels of administrative innovation are high because Parawood 
businesses need to think carefully in terms of business operation—specifically to cut 
costs, decrease wastage of used raw materials, and to create products of a high standard 
and quality. There are other areas requiring administrative innovation such as financial 
budget control, human resource control and production control.  
Considering the types of technology used in the industry cluster, traditional technology is 
utilised at a moderate degree of usage. The businesses in this study use medium or 
moderate levels of traditional knowledge but rely heavily on engineering technology. 
Limited information technology is also being utilized. 
The relationship between the types of technology demonstrates the emergence of 
technological innovation in the Parawood industry cluster. The three technological 
innovations that emerge from the three types of technology are knowledge management, 
technology development and the transformation of technology. The Parawood industry 
cluster requires high levels of transformation of technology, medium levels of knowledge 
management and a high degree of technology development.    
High levels of transformation of technology, a medium level of knowledge management 
and a high degree of technology development are evident in the Parawood industry 
cluster and all emerge as technological innovations in the Parawood industry cluster. The 
significant use of transformation of technology can be explained by the fact that 
businesses in the Parawood industry cluster use both traditional knowledge and 
engineering technology. While engineering technology is being utilised, businesses 
continue to use traditional technology, which they adjust to fit with the new technology 
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to enhance the business operations. Some of the knowledge management is being 
developed in the industry cluster as business owners begin to apply IT to their 
technology advancement. Technology development is clearly evidenced in the Parawood 
industry cluster as some organisations invent their own machines while others purchase 
new high-performing machines for business operation processes. These organisational 
innovations and technological innovations represent the value creation through 
competency enhancement in the Parawood industry cluster. The performance of the 
industry cluster was next addressed by the participants.  
Once all of the necessary competencies and value creation are well established in the 
industry cluster, the performance of the industry cluster can be addressed. The 
discussion with Mr K, Mr C and Mr VC about the performance of their organisations is 
outlined in the following section. 
4.7 Performance in the Parawood industry 
cluster in Thailand 
Performance refers to productivity, decreasing costs, decreasing operational time and 
processes, and ensuring a high quality of products (Lee, C et al. 2008). Based on the 
findings, organisational innovation and technological innovation need to be highlighted to 
drive high performance levels in the Parawood manufacturing process. High performance 
helps a business achieve high profits and decrease costs. In addition, operational 
processes can be rendered more effective and efficient. In this regard, Mr K explained: 
 Originally, there was no standard of work with manpower. No 
accuracy was achieved. We then designed a machine for this 
particular task. Eight people could achieve only 750 pieces in a 
day (8.00 am – 5.00 pm). Then we invented a new machine, 
we now achieve 500 pieces in one hour.  
Mr C realised that machines and technology are important factors that can lead to 
enhanced performance in an organisation. In terms of decreasing operational times and 
processes Mr C stated that: 
 We have a high capacity of machines.   
Mr VC described performance in terms of technology usage. He believes that utilising 
technology can benefit his organisation in many ways: 
 Technology that I will look for must help my organisation in 
terms of decreasing cost, saving lead-time, increasing 
efficiency, and providing related benefits.  
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In summary, enhanced performance derived from business competencies and value 
creation in the Parawood industry cluster can be seen through reduced costs, reduced 
operational times and processes, and an increase in the quality of products. This case 
study of the Parawood industry cluster provides knowledge and enhances our 
understanding of innovation and business competencies of the Parawood industry cluster 
so that other similar businesses in the industry cluster might seek to develop and 
improve their performance and value creation in their business. The following topic is a 
summary of the Parawood industry cluster relating to the OTE framework. 
4.8 Summary of the Parawood industry cluster 
in Thailand relating to the OTE framework 
The findings derived from the interviews clearly demonstrate the impact of 
organisational, technological and environmental factors on the Thai Parawood industry 
cluster. The OTE theoretical foundation can be used to explain each factor as applicable 
within the Parawood industry cluster in the Thai SMEs. 
Table 4-1 presents a summary of the organisational factors in the Parawood industry 
cluster, which also informs how each technological factor contributes to the perception of 
successful innovation implementation in the Parawood industry cluster in Thailand. 
Table 4-1: A summary of organisational factors in the Parawood industry cluster in Thailand 
Organisational Factors Description 
Size The number of employees is between 35 people at CC Co., Ltd. 
and 100 people at PWD Co. Ltd. 
Culture  People of diverse cultures and religions work together in the 
same organisation at PWD Co., Ltd. 
 Supervisory-level staff monitor and help their subordinates at 
all three companies. 
 Rules and regulations are used to direct and control employees 
in the organisation at all three companies. 
 Promote a teamwork environment in the organisation at all 
three companies. 
 Promote decision-making within the organisation at all three 
companies. 
Management style and organisational 
structure 
 Promote supportive systems; employees help each other and 
monitor each other‘s work before sending it to the next section 
at PWD Co., Ltd. 
 Use a reporting system to control and monitor the work in each 
unit or division at PWD Co., Ltd. 
 Each business owner develops their own management style, 
which is practical to their employees at all three companies. 
 Develop internal production quality control systems at all three 
companies. 
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 Treat all employees like they are family but use rules and 
regulations to shape and control employees at all three 
companies. 
 Maintain a simple organisational structure at PWD Co., Ltd., 
and SWP Co., Ltd. 
Innovation capability  Employees‘ ideas are welcome at all three companies. 
 Some business owners have their own research and 
development team at PWD Co., Ltd. 
 Major ideas to improve operational process come from business 
owners at all three companies. 
 
As shown in Table 4-1, the interviews with business owners in the Parawood industry 
cluster revealed that the organisations in this cluster had between 35 and 150 
employees. The employees in these businesses come from a variety of cultural and 
religious backgrounds, which must be dealt with in terms of avoiding conflict or a clash of 
views and ideologies. Rules, regulations and teamwork are used as instruments to 
encourage staff from different backgrounds to work together harmoniously and 
efficiently.  
The management style and organisational structure of businesses in the Parawood 
industry cluster are simple. There was evidence of only limited forms of hierarchy in 
these companies. Staff duties are easy to follow and are allocated by the business 
owners. Written reports are required of employees, which function as a means to control 
mistakes or deal with unexpected problems that may arise in the operational process. 
Internal quality control is completed with the cooperation of all employees. Employees 
monitor their own operational processes and monitor the products they receive from 
other sectors in the organisation. If anything is wrong, they will inform the business 
owner or their supervisor and return the products to the previous section for repair or 
replacement.  
Innovation capability in the Parawood industry cluster is distinctive. Employees can 
support the organisation by participating in product innovation and administrative 
innovation. They can suggest ways for the organisation to decrease costs as they have 
practical, everyday knowledge and experience of the operational process, and can 
therefore see clearly how costs might be eliminated. The business owners have major 
roles in improving the operational processes and supporting their employees when 
needed.  
Table 4-2 below presents a summary of the technological factors in the Parawood 
industry cluster, which also informs how each technological factor contributes to the 
perception of successful innovation implementation in the Parawood industry cluster in 
Thailand. 
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Table 4-2: A summary of the technological factors in the Parawood industry cluster  
Technological factors Description 
Relative advantage  Knowledge of technology is shared among employees within a 
company, and shared among business members in the same 
cluster at all three companies. 
 Utilise all raw materials efficiently at PWD Co., Ltd. 
 Minimise costs and increase savings at all three companies. 
 Save on lead time and increase the efficiency of Parawood 
businesses at all three companies. 
Design and engineering  Car technology is used as a model technology for machines 
used in the Parawood industry cluster at PWD Co., Ltd. 
 Machines are created and invented for use in the Parawood 
business only at PWD Co., Ltd. 
 New machines are designed and invented in-house at PWD 
Co., Ltd. 
Compatibility  All machines can be used with each other at all three 
companies. 
 New machines invented can be used with the old machines still 
being used in the organisation at PWD Co., Ltd. 
 Some ready-to-use machines are appropriate at CC Co., Ltd, 
and SWP Co., Ltd. 
  
Technological factors are of vital importance to the Parawood businesses. In terms of the 
relative advantages of technology, the machines utilised in the Parawood businesses can 
help minimise costs and increase savings. In addition, these companies can learn from 
each other about the technology used in the industry cluster. 
The design of the machines utilised in the Parawood industry cluster is not complex, and 
are specifically designed for this industry cluster. Some of the machines are designed and 
built by the business owners themselves using car technology to decrease parts and 
replacement costs when maintenance or repair is needed.  
Most of the machines utilised in the Parawood industry cluster must be compatible with 
each other, and can be used for several purposes. New machines must also be 
compatible with older machines. This compatibility impacts on many factors such as 
costs, the machine operation skills of employees, the knowledge of employees, and the 
time required to learn how to operate new machines efficiently. In addition, it was found 
that overall the machines in these companies perform with functionality and reliability as 
they are regularly maintained. To maintain the capacity of the machines, each Parawood 
company does not use all of its machines at 100% capacity, but rather use them at an 
appropriate level to yield the optimal capacity and capability. 
Table 4-3 presents a summary of the environmental factors in the Parawood industry 
cluster, which also informs how each environmental factor contributes to the perception 
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of successful innovation leading to the improved business performance in the Parawood 
industry cluster in Thailand. 
Table 4-3: A summary of the environmental factors in the Parawood industry cluster in Thailand 
Environmental factors Description 
Competition intensity  High competition means it is not easy for new entrants in the 
Parawood industry cluster 
 Companies require solid experience in the industry cluster and 
good performance levels to maintain their status  
 Competitors are both domestic and international  
Information intensity  Open sources of information 
 The information required most concerns the industry cluster, 
product or service trends, marketing trends and technology  
 
The Parawood industry cluster has been impacted by intense competition from both 
domestic and international competitors. The business owners in this research face a 
highly competitive environment in Thailand and so chose to merge into a cluster to 
develop their skills and increase their negotiation power in the market. The major 
customers of the businesses in this cluster are Parawood furniture manufacturers, both 
domestic and foreign-owned, based in Thailand.  
Information intensity has also had a major impact on Parawood businesses. Information 
related to the industry cluster, for example includes production trends, marketing trends 
and technology for products, is of vital importance and they are available both publicly 
and privately so that people who need information have to become a member and pay 
fees to be able to obtain information. Competitors also have the ability to access various 
sources of information to improve their products to gain an advantage in the market. 
Therefore, the Parawood businesses must learn to utilise information efficiently to benefit 
their business, such as learning how to utilise appropriate machines, how to decrease 
costs and access the right market, and how to create products according to the latest 
trends. 
The following section discusses the relationships among the organisational and 
technological factors. 
4.8.1 Relationship among organisational factors and types of 
technology in the Parawood industry cluster 
Parawood businesses are generally small organisations with fairly simple styles of 
management. Organisational culture, size of the organisation, innovation, and 
management style and organisational structure are all factors that impact on the 
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operation of the business. The businesses in the Parawood industry cluster depend 
heavily on engineering technologies such as cutting and drilling machines. Traditional 
knowledge such as the indigenous knowledge of older employees is applied in 
conjunction with the engineering technology used in the operational process. Information 
technology is used as needed to create new product designs, for communication 
purposes, and to search for information that assists with business strategies and 
planning. Information technology is not used to control operational processes in this 
industry cluster because the machinery used is not complex.   
Performance refers to productivity, decreasing costs, decreasing operational time and 
processes, and ensuring a high quality of products. Based on the findings, organisational 
innovation and technological innovation need to be highlighted to drive high performance 
levels in the Parawood manufacturing process. High performance helps a business 
achieve high profits and decrease costs. In addition, operational processes can be 
rendered more effective and efficient.   
In conclusion, the discussion of the Parawood industry cluster companies provides 
extensive knowledge on innovation and business competencies. In focusing on the details 
of improved business competency and value creation, the businesses in the Parawood 
industry cluster can enhance the implementation of innovation and their organisational 
performance overall. 
The next chater examines the Car Material industry cluster.   
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Chapter 5  
CAR MATERIALS INDUSTRY CLUSTER  
 
5.1 Introduction 
This chapter reports on the findings of research into ‗Innovation Adoption in Thai SMEs‘ 
based on a case study of the Car Materials industry cluster in Thailand. In Chapter 5, a 
background of the Car Materials industry cluster in Thailand is reported, which is then 
followed by an overview of the three representatives of the Car Materials industry cluster 
in Thailand. The Car Materials industry cluster in the context of change (organisation, 
technology and environment), innovation in the Car Materials industry cluster in 
Thailand, business competencies and value creation in the case of the Car Materials 
industry cluster in Thailand, and performance in the Car Materials industry cluster in 
Thailand is then discussed. A summary is made to summarise the findings from the 
interviews according to the context of change, based on the organisational, technological 
and environmental contexts. The following section starts with the background of the Car 
Materials industry cluster in Thailand. 
5.2 Case study of the Car Materials industry 
cluster in Thailand 
The automotive industry is going through a lot of change, with growth being sustained in 
Asia, but facing real challenges in the mature markets of the US and Europe. However, 
the automotive industry including car and automotive parts manufacturing is generally in 
the interests of policymakers in developing countries (Kohpaiboon 2006b). The 
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automotive industry has been recognised by many countries while Thailand has adopted 
both the terms ‗the automotive industry‘ and ‗the Car Materials industry cluster‘.  
However, the ‗Car Materials industry cluster‘ has been often used and is referred to by 
the Ministry of Industry of Thailand.    
The Thai Government is aware of the importance of this industry cluster for its economy 
and has instigated a high level of border protection against the import of completely 
built-up (CBU) vehicles as well as imposing local content requirements for creating links 
to various local supporting industries (Kohpaiboon 2006b). This policy-driven incentive 
has partially driven economic growth in the country.   
As a result of globalisation, global competition in many industries has risen dramatically 
in recent years. This heightened competition and increasing global trade are the major 
factors improving the global distribution system which has forced many auto - giants, 
such as General Motors, Ford, Toyota, Honda, Volkswagen and Daimler Chrysler, to shift 
their production bases to different developing countries to enable them to operate more 
efficiently in the competitive marketplace (Nag et al. 2007). Sales of automobiles and 
auto parts have increased since the global economic crisis, and this can particularly be 
seen in developing regions, with South America, India, the People‘s Republic of China 
(PRC), Eastern Europe and Thailand leading this trend (Kohpaiboon 2006b; Veloso & 
Kumar 2002).   
New technologies are present at all management and operational levels of car 
manufacturing. In addition, demands for improved vehicle performance; improved 
vehicle safety and crash worthiness; and reduced environmental impact have led to 
numerous developments in structural areas (Veloso & Kumar 2002). However, these new 
technologies are also determining the way the automotive industry does business.  Even 
though there is increased diversity in models and advances in technology, the industry 
focus on lowering costs has never been so acute. These new technologies have been 
utilised in Thai SMEs, and this study aims to investigate the organisational, technological 
and environmental factors that contribute to the perception of successful the 
implementation of innovation in the context of these businesses. This chapter is based on 
the Car Materials industry cluster. The following section provides an overview of the three 
companies in this study that are representatives of this industry cluster.   
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5.3 Overview of the three case study companies 
(Representatives of the Car Materials industry 
cluster) 
This research involves analysis of the narratives gathered from interviews with owners of 
three SMEs - named here as B Manufacturing, T Manufacturing and A Manufacturing - 
that represent the Car Materials industry cluster in Thailand. Each company owner 
discussed their business operations and their experience of change in the organisational 
context, the technological context and the environmental context; this is then followed 
by a consideration of innovation in their companies. The discussion will continue by 
looking at business competencies and value creation in the case of the Car Materials 
industry cluster, and will then consider performance in the case of the Car Materials 
industry cluster.   
Company I: B Manufacturing 
B Manufacturing is located in Chonburi province and has been in business for 18 years; 
emerging from an extension of the 40 years auto parts business from the main company 
located in Bangkok. The business produces car parts and materials; motorbike parts and 
materials; agriculture machine parts and materials; and air conditioning parts and 
materials. The business is mostly involved with metal formation and lines. B 
Manufacturing joined the Car Materials industry cluster before Thailand started to 
promote the car industry in Thailand, by producing the brands Isuzu and Kubota. B 
Manufacturing has transformed its organisational structure and operational processes 
over time to meet the requirements of the industry, and eventually was selected to 
provide parts and materials to major manufacturers in Thailand. B Manufacturing has 
only produced as an original equipment manufacturer (OEM).   
B Manufacturing is only funded by Thai investors and has no other international partners. 
The beginning of interest in B Manufacturing emerged from an awareness of a need for 
auto parts in Thailand. B manufacturing then began to produce auto parts as its main 
product and received an award from the Thai industry for producing high-quality 
products. The company then began to produce auto parts for major car manufacturers in 
Thailand. B Manufacturing has been awarded for its manufacture of OEM products.                  
Company II: T Manufacturing 
T Manufacturing is a family business in which all shareholders are family members.  T 
Manufacturing has expanded over the last four years (since 2005) as an extension of a 
family business with a 30-year history. T Manufacturing is located in the Chonburi 
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province, Thailand. The owner of this family business has significant experience and 
expertise in shaping metal with lathes, out of which he was able to establish and expand 
his own business. The business specialises in hydraulic technology and T Manufacturing is 
an extension of this main company.  T Manufacturing produces the same products as the 
main business but helps the main company to accommodate any overload of orders and 
to maintain standards and quality control.   
Company III: A Manufacturing 
Mr A is the owner and General Manager of A Manufacturing, which specialises in OEM 
products, located in the Chonburi province, Thailand. The business started 30 years ago 
and became A Manufacturing in 1995. The Car Materials industry cluster has been in a 
period of expansion over the past 30 years during which time the government has fully 
supported the industry. A Manufacturing saw the potential of this industry cluster early 
on, and was started in order to meet the needs of the car industry. Initially there were 
only 15 employees and now there are 600; and there were only three machines in 
operation in the beginning. Mr A was not at first keen on this industry cluster. His 
educational background was in marketing and the political sciences and he had 
experience in banking before he turned his interest to the Car Materials industry cluster. 
Yet he soon learned that there were great opportunities in the Car Materials market at 
that time and the support was provided by the government. So Mr A discussed the 
possibilities with those of his friends who had experience in this area and decided to 
invest in a Car Materials business.   
5.4 The Car Materials industry cluster in the 
context of change: organisation, technology and 
environment 
Prior to a discussion of innovation in the Car Materials industry cluster, the nature of the 
industry cluster will be explored in the context of organisational, technological and 
environmental change. Mr S from B Manufacturing, Mr SC from T Manufacturing and Mr A 
from A Manufacturing explore their experiences in operating their businesses in the Car 
Materials industry cluster. Their extensive experience in the industry contributes to their 
knowledge and understanding of the characteristics and the environment of the industry. 
Each owner of a Car Materials company has a pseudonym in this study to keep their real 
identity confidential. The names of individuals and organisations and people mentioned 
by these business owners have not been included in the transcripts of the interviews.  
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5.4.1 Organisational context 
B Manufacturing, T Manufacturing, and A Manufacturing, as the Car Materials industry 
cluster representatives in this study, have provided a rich source of information about the 
structures and processes that either constrain or facilitate the adoption and 
implementation of innovation. The three owners mentioned various organisational factors 
in the interviews that can contribute to the successful implementation and management 
of innovation in their businesses.   
5.4.1.1 Size of the organisation  
Companies in the Car Materials industry cluster are generally large because of the 
characteristics and nature of the industry cluster itself. Mr S from B Manufacturing, Mr SC 
from T Manufacturing and Mr A from A Manufacturing agree that the size of an 
organisation is important to the performance of the business. Based on their extensive 
experience, the three owners concurred that the size needs to be large because the 
business has to deal with both machines and people. In this regard, the question was 
asked: 
How many employees are currently working at your company? 
The three owners responded to this question in a similar vein, explaining that their 
companies each required more than 100 people. Mr S responded to this question by 
saying: 
 There are about 300 employees in this manufacturing 
company. We started from a small business with two 
employees then we have expanded our business.    
Mr S continued by explaining that his company would need to expand: 
 We think that we still need more employees according to our 
expansion plan. We are planning to recruit 100 people next 
year [2009].   
Mr SC also stated that the number of employees in his business was greater than 100 
people. He explained that his business was expanded from the original family business 
into this new business. However, Mr SC also indicated a future business expansion in the 
number of employees: 
 There are 150 employees in T Manufacturing. If in any cases 
that we may need to increase number of employees, we will 
increase the number up to 200 people and no bigger than 
this size. 
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Mr SC expressed that he was satisfied with the current size because it is well suited for 
the needs of operations and of management. He explained: 
 It‘s a good size company and we have no problem to control 
employees at this size. We have enough employees.   
Mr SC had tried to limit the number of employees and focus on investing in appropriate 
machinery to facilitate enhanced operation and management of the business. 
 We plan to expand our business but we will not expand in 
terms of number of employees. We will expand our business 
when we are ready.   
In terms of organisational size, Mr A from A Manufacturing explained in his interview that 
he started from a small organisation and expanded into a large organisation: 
 We started with 15 people in the last 30 years [30 years 
ago]. We had increased the number of employees in the last 
few years. We had almost 400 people late last year [2007] 
and have recruited 200 people early this year [2008]. We 
have about 600 employees now. They are all full-time 
employees. 
Mr A compared the size of his company with that of similar companies from other 
countries: 
 At the size of 600 employees, we still consider our size as a 
medium-sized company. When comparing with other 
countries like Korea, we are small sized.   
Because of the nature and characteristics of the industry, the expansion of A 
Manufacturing had been undertaken quickly to respond to the needs of the market.  Mr A 
added that: 
 We always expand our business size, at least 15-30% every 
year.   
The three owners each described how the size of their organisation was initially small but 
were expanded until it reached an optimum size, and was then divided to create a new 
company. The three respondents agreed that companies in this industry cluster need to 
be large because they deal with people and machines and must mass produce products. 
Moreover, the car industry is a large industry, which the Car Materials industry cluster 
must support. The three owners claim that if the company is small operational and 
management costs will be high and it will be difficult to achieve an adequate profit level.   
5.4.1.2 Culture 
Larger organisations require well-established cultures because they have to deal with 
large numbers of employees. Conflict can arise, so good management practices must be 
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established before a decision to expand should take place. The rules, regulations and 
language used in an organisation, and the way communication flows, are examples of the 
cultural characteristics in an organisation. Mr S stated that different organisations have 
different cultures and shared his view of the culture in his organisation: 
 Organisational culture is important in management. More than 
half our employees have worked with us more than ten years. 
These people understand our business aims and objectives. 
They are clear with their responsibilities. We have no major 
culture in our organisation.  It is difficult to explain verbally. 
But they do exist in practices in our organisation. Our 
employees know what they have to practice and they know 
what they have to do.   
Mr S also explained that knowledge transfer is considered part of organisational culture 
because the new employees could learn from the senior employees.  The new employees 
always asked the senior employees when they were not sure about the operational 
process.   
 With ten years of business operation, experience of people 
from previous generations transferred to people in the next 
generation. They are to be responsible to the customers and to 
their jobs.   
Mr SC explained the differences between people from another perspective. He 
understood that people differ in so far as they are from different backgrounds. Offering 
an example, he explained why organisations have to adjust to such differences and 
manage and train employees to better suit the organisation so that all employees can 
work in the same conditions.    
 People are from different cultures, so to are our employees. 
Some employees are from a good college where they offer 
students good knowledge and experience. These people may 
be ready to work right away. Some employees may lack 
responsibilities. These people have got to be received high 
training.      
Mr A expressed his view on the importance of organisational culture: 
 Organisational culture has a great impact on the organisation. 
Bigger organisations find themselves hard to handle or 
manage.   
Mr A explored the differences between when his organisation was small and after it had 
been expanded. He came up with an interesting perspective that he was willing to share: 
 When we were a small size, it was easy to approach everyone. 
When we expanded our business size, the employees found it 
was hard to approach management as there are many layers 
in the organisation. New employees have been recruited and it 
takes time to get them into the same boat.   
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Mr A added that employees from different generations shared and transferred knowledge 
and management styles which made up the organisational culture to the present day. 
Thus his employees would help and encourage each other to get the job done rather than 
compete with each other. Mr A explained: 
 We emphasise in a Thai management system and style so that 
the employees feel comfortable at work. We emphasise 
cooperation rather than competition. We want a good 
relationship among them.   
At A Manufacturing, management encourages employees to meet to discuss problems 
rather than allowing them to report problems or wait for management to notice the 
problem: 
 We influence them to have meetings and we disseminate 
information from top management to the lower level because 
we are quite a big organisation.   
Besides, Mr A explained how the culture in his organisation was such that employees 
would always share knowledge to improve their skills and knowledge: 
 Our employees always share knowledge or what they know to 
their friends and help each other.   
Each owner of these three manufacturers demonstrated how culture impacts on the 
operation of the business. Based on their extensive experience, it can be concluded that 
organisational culture develops over a period of time, and improves until it is well suited 
to the needs of the organisation. Organisational culture develops from two sides: the 
management level staff who are the policymakers, and the operational levels as those 
engaged in the business practices. The size of an organisation can have some effect on 
the organisational culture such as the employees in a small organisation tend to be 
relaxed than the employees that work in a big organisation. The larger organisations with 
big size require well established culture to control people in the organisation to behave 
and perform in the same direction. The following section discusses management style 
and organisational structure. 
5.4.1.3 Management style and organisational structure 
The three owners interviewed in this study explained how their management styles and 
organisational structure were based on the desire to keep the structure simple, to avoid 
any overlap in command and to keep work instructions clear for all employees. Mr S 
explained that: 
 There are 300 people in our business. It will be difficult to 
communicate through one person. There‘s a line of command. 
The head of the lines communicate with their people.   
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In addition, Mr S made the organisational structure official by putting it in written policy.  
There is a hierarchy in his company. Each employee has his/her own responsibility at 
work. Mr S explained that to make the management system more efficient the 
organisational structure should be adjusted only when necessary or appropriate. He does 
not want the structure to negatively impact on management and operational 
performance in the organisation. In this regard, he stated: 
 The organisational structure must be clear in both 
management and operation. We do re-engineering depending 
upon the suitability but not too often. We have reviewed and 
adjusted on some occasions for better management efficiency.   
Mr SC described a management style for T Manufacturing that was similar to that of Mr 
S. Mr SC clarified his management style from the beginning, when the business had only 
a few employees. He also attested to the difficulties faced when there are many people to 
manage in a business:   
 Our management style is simple. We work closely. T 
Manufacturing had started as a family business. It‘s not too 
difficult to control people at that size. We can talk and discuss 
like family members. Employees in the lower levels can talk 
with managers or owners closely. 
Mr SC stated that he empowers the staff in his organisation and allows his employees to 
participate in decision-making according to their work responsibilities. Mr SC clarified 
that: 
 We create empowerment. We share responsibilities and 
everyone has their own responsibility at work. We also have a 
clear organisational structure; clearly observed from the 
operational department. Each department has manager. 
However, we always have a meeting when decision-making is 
required.   
Mr SC claimed that there should be certain tools or instruments to evaluate the quality 
and performance of employees‘ work to maintain certain standards. The evaluation is 
then used to determine an employee‘s performance at work according to the hierarchy 
position.  Mr SC explained that: 
 We do employee evaluation reports. We have individual 
reports to control quality at work and efficiency of work. We 
develop Key Performance Indicators [KPI] to control the 
quality of work.   
Mr SC believes that empowerment will enhance the leading skills and the responsibilities 
of his employees: 
 Employees have full decision-making under their 
responsibilities. For example, if they are working in the Human 
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Resource department, they have the responsibility to increase 
or decrease the number of employees.   
In describing his management style, Mr SC emphasised an easy way to manage.  From 
the start, his management style was based on a family style of business management as 
there were only a small number of employees. He tried to maintain this same 
management style as much as possible, even as the size of the organisation increased 
over time.   
 We manage just like a family. We work close with our 
employees. However, we have rules and regulations to control 
them. 
Referring to organisational structure, Mr SC explained how the structure of T 
Manufacturing has been adjusted over time depending on need: 
 We adjusted our organisational structure over time. We added 
some positions in some departments when we saw they were 
necessary or when there was a need. For example, we added 
Research and Development into the organisation because we 
realise the importance of the development of products. We 
used to leave this product development duty with engineers. 
We see later that they have worked beyond their 
responsibility. We then decided to put Research and 
Development into our organisation structure. We realised the 
importance of Research and Development.   
Mr A‘s account of the management style and organisational structure at A Manufacturing 
was similar to that of the other two owners: 
 Our management is clear-cut and the structure is well 
organised. We don‘t need to have a complicated structure. We 
believe the simpler the better. We have managers to control 
the lower level. We are clear in terms of line of command at 
the moment but the responsibility and job description still 
needs to be worked out.   
Mr A explained the difficulties he encountered in the management area: 
 It was difficult in the beginning because we just increased our 
number of employees early this year [2008]. We worry about 
communication in the organisation because it can be broken 
down. However, we have tried to improve and develop the 
management style and identify good management and 
practice in our organisation.   
Mr A explained how he tried many different styles of management to find the easiest and 
most effective. He said that based on his experience it is important to maintain stability 
in management. Frequent changes in management style too often can cause problems as 
the employees may resist such changes. However, Mr A has confidence in the operations 
of his business and his management style. 
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 We have potential to do this type of business and we can do it 
well.  
There are many factors that can impact on the management of an organisation. 
However, each owner has their own preferred style of management, which is best suited 
to their organisation and they can adjust the management style over time to make it 
flexible and support the work environment. Management style is dependent on the 
culture that has been built in an organisation in stages, a culture which helps guide 
owners or managers to manage their staff well in which creates the ability to understand 
their employees.   
5.4.1.4 Innovation capability   
Innovation capability in the Car Materials industry cluster refers to the ability of either 
individual employees or the organisation as a whole to contribute to the organisation‘s 
productivity through innovation. For the three owners interviewed in this study, 
innovation capability is primarily the contribution of the organisation as a whole. The 
manufacturers do not require any capability from the employees in terms of product 
innovation as the product designs come from the customers. The manufacturers have to 
control the standard and quality of the products to meet the requirements of those 
customers. Mr S explained:  
 The employees dedicate their contribution and help the 
organisation to decrease costs. When they work, they know 
what they have got to do. They find ways themselves to 
increase the efficiency at work. They always suggest solutions.   
Mr SC made similar observations. The designs for the products are created by the 
customers. The manufacturers do not develop designs but simply produce the required 
products when they receive an order from the customer. Mr SC said that from his 
experience:  
 The employees help contribute their decision-making and 
problem-solving. They always help improve the efficiency at 
work. We cannot guide them at all levels. They get used to 
their work and they know the best practice in their area from 
their own experience. They learn from experience to save time 
and cost. Once they learn what is best for them to practice, 
they will share their experience.        
Mr A‘s comments support those of Mr S and Mr SC. They need their employees to 
produce the products in time and to meet the requirements of their customers. Mr A 
explained his perspective on innovation capability in the industry: 
 Innovation capability of the employees is not the right time at 
present but they are required in the future. However, I always 
seek new things to be introduced to employees when I see 
that the employees will benefit from it.   
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In conclusion, innovation capability in the Car Materials industry cluster is mainly seen in 
the form of management innovation. Each manager stated that they need their 
employees to be concerned with the responsibilities of their role.  Beyond this the owners 
are interested in how employees can help decrease costs, such as using materials more 
efficiently and less wastefully, producing products on time to meet customer 
requirements and controlling product quality and standards. 
All characteristics and areas of the organisation - such as size, culture, or financial and 
human resource management - impact on the performance of the organisation. If these 
elements are managed well, they can contribute to this performance. The following 
section discusses the technological context, which is considered another important 
context for SMEs that can help them enhance their business operations and capabilities. 
5.4.2 Technological context 
On the subject of technological context, each manager interviewed in this research stated 
that they utilise technology in the form of machinery and engineering. They said they 
have to mass produce products and have to use appropriate machinery to produce these 
products. There are many factors to be considered when selecting appropriate machinery 
or technology for their organisations. These factors can be summarised as: relative 
advantages; design and engineers; compatibility; functionality; reliability; and length of 
time required to produce the products efficiently and effectively.   
5.4.2.1 Relative advantages 
Mr S, Mr SC and Mr A all claimed that technology provides great benefits to their 
business and lives. Discussing these benefits for their organisation, each manager said 
that the benefits include cost reduction, enhancing the quality of products, and increasing 
the standard of products. The benefits of technology also extend to society in general, 
and include for example environmental friendliness or environmental awareness. In this 
regard, Mr SC said: 
 There are various benefits from technology. Technology helps 
assist the management system, decrease operational cost, 
and contribute to environmental awareness and environmental 
solutions such as being paperless. 
Mr A from A Manufacturing also discussed some relative advantages: 
 Machines help us to increase the level and capacity of 
productions.  
The benefits that are derived from technology can also extend to management, such that 
it is easier to monitor and control the workload and operations in the organisation. 
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Another technological factor is design and engineering, which refers to how design and 
engineering impact on the performance or operations of an organisation. 
5.4.2.1 Design and engineering 
Based on their extensive experience in the Car Materials industry cluster, the participants 
all agreed that they cannot avoid design and engineering factors when talking about 
technology. Each manager discussed the relationship between design and engineering 
and technology in different ways. Mr S stated that: 
 We don‘t do much in creating our own model design for the 
customers. The customers normally have their own design and 
we produce for them. We control mainly the quality and 
standard. The machines being utilised in this business need to 
be well fit with the customers‘ product requirements.         
He also explained that the cost of technology does not necessarily determine the quality 
or performance of the products in a particular business. Mr S commented that: 
 Good technology doesn‘t mean that it is matched with our 
business. We are to develop with the technology. We choose 
only well matched parts of technology then we improve and 
develop the technology from there.   
Mr SC expressed a somewhat different view on design and engineering and technology. 
He believed that good design and engineering will result in good operational 
management:       
 Good design of technology will help the organisation to enable 
themselves to decrease costs. We have all technologies in 
designs and software. We have not used the full capacity of 
software designs because our products do not require much 
detail.   
In terms of acquiring good and appropriate technology, Mr SC suggested that design and 
engineering should be a continual concern. Not only technology but also design and 
engineering will help improve the capability of the organisation. Mr SC suggested that: 
 The operational departments have improved their ability over 
a period of time. The production line has also improved 
according to the needs of the market. It is a continuance of 
design and engineer[ing] by our engineering team that they 
have to study appropriate trend and new technology.   
Good design and engineering will enhance an organisation‘s production capability and 
enable the organisation to properly monitor and control operations processes.    
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5.4.2.3 Compatibility 
The three owners agreed that the technology used in this industry cluster must be 
compatible or the cost of operational process will be high. Each machine required by a 
business in the Car Materials industry cluster is costly. These machines cannot be used 
for only one or two years; they must be used for the long term. Thus, a decision to 
purchase a machine must be well considered. In relation to the compatibility of 
technology, Mr SC stated: 
 Technology must be compatible and continuous. The total 
change of machines and technology will [be a] great cost to 
the business and can cause a business collapse.   
When considering purchasing new machines, Mr SC added that management must be 
cautious: 
 New machines must be compatible with older machines. They 
must be efficiently used together with older machines.   
Mr A agreed that the technology and machinery used in manufacturing must be 
compatible with other types of, or existing, technologies and machines: 
 All machines in our company are compatible with work and 
orders from our customers. We always select appropriate 
equipment, tools and machines. Also, the machines must be 
compatible to the previously purchased ones or otherwise we 
will be in trouble.    
Mr A explained his understanding of the term ‗compatibility‘: 
 My term of ‗compatibility‘ includes the human side too. People 
have got to be compatible with their peers, environment at 
work and with new technology.   
Without compatibility, the previously purchased machines will be stand-alone machines 
that cannot be used in conjunction with other machines.   
5.4.2.4 Capacity of machines   
This factor involves the capacity of the machines for which the machines are being used. 
The products of the Car Materials industry cluster are mass produced and so the 
machines are used with high frequency. Mr S explained that from his perspective the 
utilisation of machinery and technology must be planned in advance so that the 
manufacturers can forecast their capacity to produce: 
 We have produced products at high capacity. However, we still 
have some extra room that we can produce extra numbers of 
products if they come in at the last minute.   
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Mr SC clarified that some of the machines may not be fully utilised which is in line with as 
the observations of Mr. S. They need to ensure that the machines have the capacity to 
operate when they receive urgent orders from the customers.   
 Out of 100 percent, we may use only 80 percent of the 
machines‘ capacity. We have to leave some space. 
In addition to the knowledge that can be learned from the technology, Mr SC explained 
that he learned from his employees. Some of the technologies such as Information 
Technology (IT) have not yet been fully utilised in his organisation. Mr SC explained that: 
 We have not used the full capacity of some technologies, for 
example some software and some types of machines in our 
manufacturing process [because some functions can operate 
at higher capability than company‘s requirements and the 
capacity of the machines are prepared for urgent orders from 
customers].  
To ensure that all of the machinery and technology used in manufacturing perform 
reliably and function at their full capacity, Mr SC said that he established a maintenance 
schedule to maintain all the machines and technologies:   
 We create maintenance schedules for the machines. We 
protect rather than allow an opportunity for machines to be 
broken. In some small cases, our people can perform our own 
maintenance. We hire service people to do maintenance only 
for big cases.   
In Mr. A‘s view, it is important that the owner and manager is aware of the right way to 
use machines and technologies, to ensure they are used efficiently and to maximise 
functionality.   
 The ability of machines and technology we use are much more 
than what we have been using. We do not use them to full 
capacity. This might be because of our knowledge limitation. 
We do not have much time to try or test its capability and 
there is no atmosphere to do [so].   
All three participants indicated that they do not use their machinery and technologies to 
100 percent capacity. They need to leave some spare capacity to maintain the capability 
of their machines and to ensure that the machines do not run at full capacity at all times. 
They must also ensure the machines are available when they receive urgent orders from 
customers. The three owners explained that when purchasing machinery or technology, it 
is important to gain an understanding of how it works and its capacity.   
The following section explores another context of concern—the environmental context, 
which is comprised of competition intensity and information intensity.   
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5.4.3 Environmental context 
Competition intensity and information intensity have been clearly observed in all 
companies. Each business must struggle to survive as the number of new businesses 
increase in response to market demands. Some industries are difficult to enter, while 
others are easier to enter. The difficulty of entering an industry can be due to many 
factors, such as the nature of the business, the expertise needed for the business, 
investment requirements and the location of the business.         
In the Car Materials industry cluster, most of the companies have already existed in the 
industry. New businesses are companies established as a result of the expansion of 
companies already in operation or the extension of family businesses. Therefore, new 
businesses in this industry cluster already have expertise and the employees are also 
well experienced in the business.           
In addition, information is now considered an important factor not only for education, but 
also for many other purposes such as business. Customers can now access many 
resources, for example on the Internet, to obtain information about products and their 
manufacturers. Thus, manufacturers must seek to continually improve themselves in 
order to maintain their position in the market. In this regard, the adoption of IT requires 
greater recognition from manufacturers.   
5.4.3.1 Competition intensity 
Competition intensity is an important topic of discussion for all companies. Fluctuation of 
the world economy creates a competitive environment for all businesses and industries. 
Each owner similarly discussed that competition intensity arises from many factors, such 
as: customer demand; competition among existing businesses; new businesses entering 
the market, which mostly come from the expansion of an existing business and local 
government policy. On this subject, Mr S stated that: 
 The competition is high in the Car Materials industry cluster. If 
the existing companies cannot properly develop their product 
with quality, the new competitors will find the gap and 
advance the technology to capture our market share.   
Mr S claimed that the barriers to new businesses that wish to enter the Car Materials 
industry cluster can be significant:   
 It is not easy for the new business venture to invest in this 
industry cluster. This type of industry requires good 
experience, good performance, and good business history. 
Without good business history, the owner of the business can 
find it difficult to convince customers to trust their products. 
Long business history and profile are important.   
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Mr SC explained that the competition that is seen in the Car Materials industry cluster is 
not only based on local competition but is also found on the international stage in the 
form of trading companies that import products from other countries.  Mr SC said that his 
customers are typically local customers in Thailand.  Mr SC described his view towards 
new business entries to the Car Materials industry cluster: 
 We sell to the Thai market. I don‘t feel any concern with 
businesses that are new to the industry.   
He also explained the barriers facing newcomers to the industry, similar to the comments 
of Mr S: 
 The industry has a filter blocking inexperienced companies to 
enter the market or industry. The only companies that can 
compete with us are existing companies or international 
companies with ready technology.   
Mr SC summarised the nature of the competitive environment in the Car Materials 
industry cluster: 
 I would say that the competition is not too stiff. It‘s moderate. 
We are still able to capture good market share.   
According to Mr SC, the reason why the competition is moderate is because there are 
barriers to new business entries. The only new business entries seen in the industry are 
expansions of existing businesses to support their main companies‘ production capacity 
and capability. Mr SC also explained the benefits of Thai Car Materials industry cluster 
over imported products as customers also receive the service directly from Thai 
manufacturers. The imported products are merely substitute products and customers 
who purchase these imports must wait a long time to claim their products for 
replacement when they experience unexpected problems. Mr SC explained that: 
 We can survive in a good position in the industry because we 
have developed a good name for 30 years and provided a 
good service. We are good in after-sales service. Our products 
are a good brand. Customers trust our brand because we can 
ensure the quality of our products.   
Because of the nature of the industry, manufacturers depend heavily on technology and 
machinery. Competitors can find the appropriate technology easily so long as they have 
enough capital finance, and they can purchase the same machinery and technology. 
Therefore, the products can be easily imitated. Mr SC explained that: 
 Competitors have the ability to follow us fast. We have to be 
steps ahead of them. We have to improve our technology, 
quality, and standard of the products.   
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According to Mr. A‘s perspective on competition intensity, all businesses in the Car 
Materials industry cluster encounter the same major problem, which is a shortage of raw 
materials. This situation has heightened competition in the struggle to obtain raw 
materials for production, in response to the high demand from customers:   
 All companies in the Car Materials industry cluster have 
encountered with the same problems such as shortage of raw 
material, price of raw materials has increased, and delivery of 
raw material. There were no problems in the past few years 
because the price of metals was cheap at that time. This year 
[2009] is more expensive.     
Discussing customer demand, Mr A found it was unavoidable to discuss the issue of raw 
materials: 
 There is more demand from customers. Producers like us also 
need more suppliers. There is no bargaining power on this 
supply. All manufacturers need the same supply.   
Mr A emphasised the difficulties faced by new businesses seeking to enter the Car 
Materials industry cluster, in agreement with the observations of Mr S and Mr SC:   
 It is not easy for new business comers to enter into this Car 
Materials industry cluster; with no experience it is difficult. If 
they have direct experience it will be another story. Anybody 
can purchase a machine; but not everyone can perform 
management especially in this Car Materials industry cluster. 
Not all the customers will like your work without a good 
history or experience.   
The competition of the businesses the Car Materials industry cluster is in a large scale 
because most of the Car Materials businesses compete in the global market.  Each owner 
discussed that the business configuration of the Car Materials businesses in Thailand had 
emerge in the global market and they have the capacity to become global business 
leaders in auto parts and car part materials.  Each owner explained that many global 
brands in car manufacturing industry use Thailand as their Car Materials base as many of 
Thai Car Materials businesses have capacity and ability to create original equipment 
manufacturer (OEM) products.  This is the reason why Thai Car Materials businesses are 
placed in a high competitive environment. 
Even though the number of new businesses in the Car Materials industry cluster has 
increased, these businesses have emerged in response to an increasing number of 
customers. The competition is not just based around manufacturers wanting to sell more 
products to customers, but also around obtaining raw materials, increasing standards 
and product quality, and meeting the requirements of customers. Thai Car Materials 
businesses therefore have to seek appropriate information about the standard and 
quality of products so that their products can be sold worldwide according to the different 
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product standard requirements in different regions of the world.  The following section 
discusses the importance of information in information intensity environment of the Car 
Materials industry cluster.   
5.4.3.2 Information intensity 
Another important environmental factor is information intensity, which has played a 
significant role in the past few decades (Acar et al. 2005). Customers are always seeking 
information about the use of products, or how to find the best products, while the 
producers have to find ways to meet the requirements of customers and to maintain or 
increase the quality and standard of their products and services to satisfy their 
customers. Competition arises at this point and the manufacturers have to be aware of 
the quality control and standards of their products. The issue of information intensity is 
discussed this following section. 
Mr SC discussed the importance of IT equipment.  That is IT supports equipment and 
facilitates an organisation to search for important information on the Internet and 
international websites. Without the necessary IT tools and equipment, an organisation 
will find it difficult to compete and improve its information capability in the industry.  Mr 
SC discussed that: 
 New IT equipment and technologies have been improved and 
developed over time and our company always have to 
frequently update the technology in out organisation to be 
able to access the information at new and higher speed than 
previously.   
The difficulties involved in using IT tools and equipment are pervasive across many areas 
due to numerous factors. Mr SC discussed these difficulties in terms of the variation of 
the employee in an organisation. The term ‗variation‘ can be defined in many ways; 
however, Mr SC uses the term to refer to the different levels of acceptance of change of 
the employee members. Mr SC explained one major obstacle limiting the employees to 
access the information through the Internet is age variation. Employees at an older age 
have some difficulties in using new technologies such as computers and try to avoid 
using them.  On the basis of his extensive experience, Mr SC compared the information 
accessibility of past years with access to information possible today:   
 To access the information about the industry was difficult 
previously. People can find it easy to access important 
information about the industry at present. It is very open. We 
can access the same information as our competitors; for 
example, the changes of technologies, competition, and 
markets.   IT has had a great impact in all areas.   
Mr SC described the communication processes and information systems utilised in his 
organisation: 
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 We have utilised all communications devised such as, facsimile 
machines, telephone devices, voicemail and email. We may 
add videoconferences soon. 
In relation to various situations and duties, information technology has been utilised 
efficiently at T Manufacturing according to the discussion with Mr SC.  Mr SC explained 
that he claimed that the information technology had been utilised efficiently because he 
had no complaints from customers about the communication process with them. Further 
more, Mr SC also explained that he could use technology devices to send and receive 
information effectively.  Mr SC provided some examples of IT device utilisation: 
 We also use IT in terms of drawing, collecting data, and 
communication purposes. We use technology for both internal 
and external purposes.   
Mr SC offered an interesting comment on IT in relation to information accessibility: that 
the capability of businesses to access information at present is high. Each business must 
improve their knowledge and they can also learn from the information that is available 
from many sources.   
 Our competitors are using the same technology and can 
access the same important information as us. We have got to 
be highly aware of the information accessibility of our 
customers.   
The information age has driven all businesses across the Car Materials industry cluster 
towards improvement to meet the demands of the information technology world. An 
increase in competition is associated with these advances in information technology, as 
businesses struggle to keep up in a highly competitive environment. The businesses in 
the Car Materials industry cluster have also had to confront this highly competitive 
environment; and the more information they can access, the greater is their potential 
advancement in the market.   
The following section discusses innovation in the Car Materials industry cluster, which is 
explored in terms of both organisational innovation and technology.       
5.5 Innovation in the Car Materials industry 
cluster 
Organisational innovation and technological innovation were discussed in the interviews 
with the business owners from the Car Materials industry cluster. The three 
representative companies demonstrate innovation as both organisational innovation and 
technological innovation. Organisational innovation can be perceived in three distinct 
areas: product innovation, service innovation and administrative innovation. 
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Technological innovation is seen as occurring in three categories: traditional technology, 
engineering technology and information technology.   
5.5.1 Organisational innovation in the Car Materials industry 
cluster 
In the Car Materials industry cluster, organisational innovations are mainly focused on 
product innovation and administrative innovation. Service innovation can be partially 
observed from the discussion.   
5.5.1.1 Product innovation 
The three participants agreed that they have to continually improve the standard and 
quality of their products to meet the requirements of their customers. Product innovation 
in the Car Materials industry cluster thus can be seen in all manufacturing departments 
and staff tuning their production processes to producing products on time, economically, 
efficiently and effectively. In addition, the raw materials must be used efficiently, and the 
allocation of workloads must be assigned to employees appropriately and efficiently. Mr 
SC stated that from his perspective:  
 Different departments can have their own direction to get jobs 
done. We can learn their innovation from the way they do 
their jobs and their performance. Some innovation can also be 
seen in the form of new products. New products are initiated 
from engineering innovation.   
The engineering division of manufacturing must improve its production processes to 
support the organisational administration and to satisfy customer demands.   
5.5.1.2 Service innovation 
Service is now an important concern to the manufacturer. Manufacturers understand that 
they have competition not only in their own country, but also in other countries where 
similar products might be made at a lower cost. These competitors from other countries 
provide their services through an agent as an alternative source for customers who 
cannot obtain what they want from Thai manufacturers in the time required.   
Thai Car Materials manufacturers understand this point, and therefore provide service 
and product warrantees for their customers to ensure the quality of products to their 
customers. The participants discussed service innovation in the Car Materials industry 
cluster in addition to the product offering.   
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5.5.1.3 Administrative innovation 
Administrative innovation can be widely observed in the Car Materials industry cluster. 
Administrative processes are one important factor in helping a business to reach its goals 
and achieve its profits.  This can be improved through innovation. In terms of innovation, 
Mr SC explained that: 
 Innovative organisations are the organisations that are well 
managed in knowledge management. They should be able to 
influence people in the organisation to be enthusiastic, eager 
to learn, and share knowledge to other organisational 
members.   
Mr SC continued with his observations on innovation in the Car Materials industry cluster: 
 Innovation can be new products, new engineering, and 
support tools for business operation. In this Car Materials 
industry cluster, I would say that we emphasise on innovation 
as support tools for business operation. We do not need to 
create new products. We produce materials. We produce 
products from car manufacturers‘ models. We control the 
standard and quality.   
The following section explores the relationship among the three types of organisational 
innovations (service, products and administrative) in the Car Materials industry cluster. 
5.5.1.4 Relationship within organisational innovation in the Car Materials 
industry cluster 
Because of the nature of the Car Materials industry cluster, manufacturers are involved in 
the use of technology and machinery. Business owners in this industry cluster adopt 
technologies from outside and adjust them to suit the organisation. Open innovation 
(Chesbrough 2006) can be used to explain this phenomenon whereby an innovation is 
initially developed outside the organisation and then applied within the organisation to 
maximum benefit.   
High service development (combination of service and administrative) is required 
because Car Materials manufacturers must operate within a highly competitive 
environment. Engineering innovation can be developed from both inside and outside an 
organisation. In the Car Materials industry cluster, engineering is primarily developed 
outside the organisation to support operation and production processes. Less internal 
innovation is observed because the products are designed prior to processing by the 
manufacturers. As mentioned previously, the main customers are car manufacturers, 
who outsource the Car Materials business to produce materials based on their own 
designs to support their manufacturing process. Car manufacturers prefer that the Car 
Materials manufacturers produce car materials and parts for them, hence, innovation is 
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primarily carried out by the car manufacturers. The observations of the participants 
indicated that innovation in the Car Materials industry cluster is mainly engineering 
innovation which is developed externally but is then used to support the operation and 
management of these businesses. Car Materials businesses therefore must maintain and 
improve the quality of their products to meet the requirements of their customers.   
High market offering (a combination of products and services) ought to be a concern for 
businesses in this industry cluster because they cannot rely solely on producing products 
for customers. The competition is fierce and products can not only be produced by 
manufacturers in Thailand, but can also be ordered from other countries where products 
are sometimes offered at lower costs. The services a company can provide now 
determine the competitive advantage available to them when competing with imported 
products. Thus, Car Materials businesses in Thailand must offer both products and 
services to satisfy their customers.   
Lastly, high product development (a combination of products and administration) is yet 
to be achieved in the Car Materials industry cluster. Although the products do not require 
a great deal of innovation in terms of models or designs, requirements still need to be 
met in terms of the quality and standard, and the timeliness of orders, expected by the 
customers.     
The following section presents a discussion of the technology used in the Car Materials 
industry cluster. The types of technology used in the industry are first explained and then 
the importance of each type of technology is outlined. 
5.5.2 Technology utilised in the Car Materials industry cluster 
The technology used in the Car Materials industry cluster can be classified into the three 
broad areas: traditional technology, engineering technology and information technology. 
Prior to considering each classification, the participants offered their perspectives on 
technology in general. Mr S explained the importance of technology for businesses in the 
Car Materials industry cluster:   
 Our business requires technology. We have tried to improve 
technology. In our business expansion, we classify technology 
involved in our business into two areas: manpower and 
machines.   
Mr SC also sees the importance of technology for the industry. He outlined his reasons 
for supporting the use of technology:  
 Technology is important in our industry cluster. Our business 
relies heavily on technology. We utilise technology to design 
the machines and also use the machines for business.   
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Adding to this explanation, Mr SC gave an example about the type of technology this 
industry cluster should utilise. He also suggested how best to choose technology for the 
Car Materials industry cluster: 
 Good technology should be able to support our business and 
support our work. They should ease the working process and 
decrease operational processing time. We classify and choose 
technology from the demonstration and testing process. If the 
technologies are good then we choose them. If they are not 
good or not suitable for our business, we reject them. They 
should be tested and ensured before we decide to purchase 
into our company.   
In order to locate appropriate information about technology for the Car Materials industry 
cluster, Mr SC suggested obtaining such information from a range of sources such as 
advice from people in the same industry cluster who have experience with using certain 
technologies: 
 Sometimes, we get suggestions for technology from other 
people in the same industry cluster. Sometimes, we have 
talked and found ways to increase efficiency and capability of 
the operation for our business.  We trade knowledge and 
experience from people in our industry cluster.  
Mr. SC pointed out that the present technology can be used to support manpower by 
utilising Information System to control the operation of the machines.  Many large 
manufacturers have adopted new advanced technology in their organisation to support 
the operational process in their organisation. 
 All technologies utilised in our manufacturing process are 
helpful and efficient. We are determining whether to get some 
extra machines for manufacturing. Additionally, more 
technologies are controlled by computers, which used to be 
controlled by humans.   
Manufacturers rely on technology, and of course they cannot use only one tool, machine 
or technology. Manufacturers have to replace their tools, machines and technologies over 
time in the search for the most suitable items for their business. Expansion of a business 
also often demands the replacement of tools, machines or technology. On this subject, 
Mr SC explained: 
 We have a plan to utilise better tools and equipments to 
increase high performance efficiency and capacity rather than 
increasing the number of employees. As a result, the level of 
time management and quality will be increased.   
Mr A explained how he selects the types of tools, machines or equipment based on his 
knowledge and experience. He suggested that it is effective to select tools, machinery 
and equipment from companies that are well accepted in the machinery industry to avoid 
the unexpected circumstance of the failure of tools, machines or equipment:   
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 We select machines, tools and equipments from reliable 
dealers and companies, mostly from Japan. We select from 
companies that provide good service for maintenance to the 
machines, tools and equipment.   
Mr A described the types of technologies utilised in his company: 
 We employ two types of technology: advanced technology 
with advanced capability when compared with other types of 
machines at the same level, and general technology.   
The following sections discuss each type of technology in greater detail. 
5.5.2.1 Traditional technology 
According to Chapter 2.2.1.1, traditional technology can be in formal job descriptions, a 
chain of command, a line of communication or organisation charts, process technology, 
human skills, and the knowledge of people from previous generations.  The Car Materials 
industry cluster relies significantly on engineering technology, tools and machinery, so 
traditional technologies such as knowledge are not generally used. The nature of the 
industry is such that employees work directly with technology, tools and machines in 
producing products in mass volume.  Mr. A discussed clearly in traditional technology in 
the Car Materials industry cluster stating that:     
 We don‘t use much knowledge of people from previous 
generations. What we can explain in this area is the term 
‗know-how‘, in both operations and management.   
Mr A explained that know-how in the context of this industry cluster equates to 
knowledge of how to operate technology, tools and machines, and that there is little need 
for traditional forms of knowledge such as creating products by hand – which now 
replaced by machines, and office tasks operated by humans – which is now can be 
controlled by computer.    
5.5.2.2 Engineering technology 
Engineering technology is a relatively new area which covers the application of 
engineering principles and modern technology to help solve or prevent technical 
problems and is mostly used in manufacturing processes.  In the interviews with each 
Car Materials business owner, the respondents claimed that engineering technology can 
also be referred to as hands-on technical skills that enable businesses to solve 
production, operation and system implementation problems. Engineering technology also 
helps businesses find solutions to difficulties. Each participant described how he had 
utilised engineering technology in the form of tools and machinery to help solve or 
prevent technical problems in operational processes as well as in management. In this 
regard, Mr S commented:  
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 We have utilised various types of technologies. We use new 
types of machines and equipment. Some machines are 
controlled by computers. We also use ERP system in our 
company.   
He continued by outlining the types of technologies that he utilised in his manufacturing: 
 There are two types of engineering technology in our 
company; one is technologies that help support existing 
technology in the company, the other is existing technologies 
that are redesigned and adjusted to improve capacity and 
efficiency.   
Mr SC also explained the benefits gained from utilising such technologies: 
 Technologies have helped to maintain the standard and 
quality of our products. They have also helped improve 
operational efficiency and effectiveness.     
Mr A similarly supported the use of engineering technology as Mr SC.  The following 
section explores Information Technology (IT) in the Car Materials industry cluster. 
5.5.2.3 Information technology 
Information Technology (IT) refers to the capabilities offered by computers and 
telecommunications in conjunction with business process redesign to enable people to 
communicate within and between organisations (Venkatesh & Morris 2003). The 
participants agreed that IT has played an important role in all businesses over the past 
few decades. Mr A commented that: 
 We are concerned with the importance of IT. I myself am not 
good with IT but my people are.   
Mr A also explained the benefits that his business received from IT: 
 IT is important in my opinion. It helps enhance the ability and 
capacity of the organisation. IT also helps work cycles and 
good decision-making in the organisation.   
Mr A then outlined his reasons and expectations around the use of IT:  
 We have utilised all IT tools and equipments as much as we 
can. The reasons are to help the communication process and 
flow efficiently.   
As a result of using IT, Mr A has an understanding about its benefits. Mr A expects that 
IT will contribute to the operation and management in his business by improving 
productivity and efficiency:   
 IT will also help us to better provide service to the customers, 
more accuracy and allow better collaboration at work.   
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The following section explores the interrelationship among these three types of 
technology in the context of the Car Materials industry cluster. 
5.5.2.4 Relationship between technologies in the Car Materials industry cluster   
The level of transformation of technology is high while an organisation is adopting ready-
to-use technology in the Car Materials industry cluster, and technology development is 
relatively high as Car Materials businesses gather and utilise information for the purpose 
of industry improvement and advancement. In addition, knowledge management is being 
developed because the businesses in this industry cluster have to control the standard 
and quality of their products. Manufacturers need to ensure that they deliver a high 
quality and standard of product and service to their customers, so knowledge 
management must be controlled. Such knowledge has to be securely held within an 
appropriate information storage system, not only for an organisation‘s records, but also 
to assist in maintaining the quality of products.        
The following section discusses the business competencies and value creation in the case 
of the Car Materials industry cluster in Thailand. Business competencies and value 
creation are derived from organisational innovation and the technology used in the 
industry.   
5.6 Improved business competencies and value 
creation in the Car Materials industry cluster in 
Thailand 
In the Car Materials industry cluster, organisational innovation, which includes services, 
products and administration, should be a primary focus. The nature of this industry 
cluster requires that businesses continually maintain, develop and improve their products 
to meet the requirements of customers. Administrative innovation offers a significant 
contribution to this improvement, specifically in the companies with large numbers of 
employees (in excess of 100 people). These large organisations require effective and 
efficient management processes and systems.  
Just as products, services and administrative processes demand significant attention in 
this industry cluster in terms of quality, so do these areas require efforts aimed at 
innovation.  In Car Materials industry cluster, the market offering (the combination of the 
product and service) is high. Each owner of the Car Materials industry cluster discussed 
similar view that they have to focus on both product and service innovation equally in the 
same direction to satisfy the customers. The competition is high in the Car Materials 
industry cluster. Service development is needed in this Car Materials industry cluster. 
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Service development is then placed at a high level in the Car Materials industry cluster. 
The owners of the Car Materials businesses have to adequately concern themselves with 
the importance of service to employees and improve the service to be able to compete 
the business with other competitors. However, product development is also important in 
the Car Materials industry cluster. The Car Materials industry cluster has utilised 
advanced technology to satisfy the customers‘ need, then the Car Materials businesses 
must also move themselves into high technology oriented organisations. The Car 
Materials businesses have to be able to support car technology at all level. Therefore, the 
adequate level of product development has to be achieved.   
The interviews with the business owners revealed that the use of traditional technology in 
the Car Materials industry cluster is low, because they rely heavily on engineering 
technology and information technology. The major reason why they rely on engineering 
technology and information technology because they have to create products in mass at 
specific time and the machines have capacity to perform. The information technology is 
used to control the communication process and also control the performance of the 
machines in Car Materials industry cluster. With high numbers of employees in these 
organisations, engineering technology and information technology are both required. 
The relationship among the types of technology demonstrates the emergence of 
technological innovation in the Car Materials industry cluster. The three technological 
innovations that emerge from the three types of technology are knowledge management, 
technology development and the transformation of technology. This industry cluster 
requires a high degree of technology transformation, a high level of knowledge 
management and a high level of technology development.  
High levels of technology transformation, knowledge management and technology 
development are a major focus in the Car Materials industry cluster and demonstrate the 
degree of technological innovation in this industry cluster. These organisational and 
technological innovations represent the competencies and value creation in the Car 
Materials industry cluster. The following section outlines the results of discussion with the 
participants concerning performance in the Car Materials industry cluster.   
5.7 Performance in the Car Materials industry 
cluster 
Several performance issues were discussed by the Car Materials business owners 
interviewed, such as higher productivity, decreasing required costs, and decreasing 
operational times and processes. The results of sustaining higher performance levels in 
the Car Materials industry cluster include higher quality products, increased orders from 
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customers, and becoming the sole supplier for a customer. On this subject, Mr S 
observed that: 
 We have met the projected orders from customers. We have 
achieved their order and the expansion of customers well.   
Mr S then suggested a direction for achieving higher performance levels: 
 Good technology must help an organisation to decrease cost, 
increase capacity, efficiency and support manpower.   
Mr A added that the quality of the product must be maintained and reliable, otherwise 
the customers might reject their orders and the business could lose the trust of, and 
contracts with, their customers: 
 We have to control quality, not just only quality but with 
continuance. It needs to be accurate. It‘s not that easy to run 
this business, particularly in this industry cluster because we 
have to deal with mass product in Car Materials business.   
Mr A offered an example from his experience regarding the failure to maintain adequate 
performance levels or product quality to meet customers‘ requirements: 
 There was a time when we could not sell well because we 
could not meet the requirements of the customers and our 
products were not good quality. We made a great loss 
because we could not control the quality of the products.   
He added that he had since raised his awareness of the importance of maintaining 
standards of quality and performance:  
 We have realised from our business operations that the 
consumers always look at the quality of products, punctuality, 
accuracy and the price of products.     
Mr A then explained why he believes his company can survive in the industry: 
 We can survive in the industry because we use the right 
technology and we are patient on every situation and we 
never get tired of the business.  
Expanding on Mr A‘s observations, it can be seen that product and service quality must 
be high, delivery of the product must be timely, the product must meet all requirements, 
and the price of products must be acceptable. If the price is a little higher than that of 
one‘s competitors then the quality must also be higher.   
 The heart of management in business to enhance innovation 
in our organisation is to have good control in three parts, 
which are organisation, technology and IT.   
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To further contribute towards higher performance in a business, Mr A also suggested that 
one can gain competitive advantage by utilising IT to facilitate the communication 
process with customers and to enhance operational performance:   
 Our competitive advantage is also on our ability to 
communicate with customers and the ability to increase orders 
from the existing customers. We have enough people to cover 
this.   
The Car Materials industry cluster in Thailand provides knowledge and enhances our 
understanding of innovation and the business competencies in the industry that 
businesses in this industry cluster might seek to develop and improve their performance 
and value creation.  
5.8 Summary of the Car Materials industry 
cluster relating to the OTE framework 
Based on the interviews, organisational factors, technological factors, and environmental 
factors all have an impact on the performance of the Car Materials industry cluster. Each 
factor has been identified in this research.  
Table 5-1 presents a summary of the organisational factors in the Car Materials industry 
cluster, which also informs how each organisational factor contributes to the perception 
of successful innovation implementation in the Car Materials industry cluster in Thailand. 
Table 5-1: A summary of organisational factors in the Car Materials industry cluster in Thailand 
Organisational factors Description 
Size  Large number of employees, ranging from 150 at T 
Manufacturing to 400 employees at A Manufacturing and 
expected to expand in the future.  
Culture  Companies have long histories and significant experience in 
the industry at all three companies. 
 Employees are well educated, and some employees have 
university degrees at all three companies. 
 Emphasis on cooperation rather than competition within the 
organisation at all three companies. 
 Knowledge-sharing  
 Empowerment of decision making is highlighted at all three 
companies. 
Management style and organisational 
structure 
 Hierarchical structure but well adapted to Thai culture at all 
three companies. 
 Board meetings held to develop policy at all three companies. 
 Meetings are aimed at motivating employees to present their 
ideas at all three companies. 
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 Clear organisational structure 
 Startied from simple management style then expaned into 
more hierarchical management system at all three companies. 
 Share responsibility at all three companies. 
 Employees have full decision-making power within their roles 
at all three companies. 
 Organisational structure adjusted when needed at B 
Manufacturing, T Manufacturing, and A Manufacturing 
 Improved and developed management style and identify good 
management in practice at all three companies. 
Innovation capability  Employees seek their own ways to increase their efficiency at 
work at all three companies. 
 Employees present some solutions when needed at all three 
companies. 
 Employees contribute to decision-making at all three 
companies. 
 
The number of employees in the companies within the Car Materials industry cluster 
ranged from 150 at T Manufacturing to 400 people at A Manufacturing. The 
organisational cultures within these businesses overall are well established and are 
improving year by year. Hence, employees have had the opportunity to practise their 
skills and knowledge over a period of time, which in turn strengthens the organisational 
culture. Most of the employees have high levels of education with strong experience and 
skills, enabling them to understand their responsibilities and duties and the skills 
required to operate the complex machinery and processes in this industry cluster. The 
business owners encourage their employees to focus on the overall corporate objectives 
rather than on competition amongst themselves. In each division, the employees work as 
a team, and teach and assist each other with the operational processes to complete tasks 
efficiently. These Car Materials businesses adopt a decentralised approach to 
management, and seek to empower their employees to have the confidence and 
autonomy to work as a team and complete their tasks to a high standard. 
The Car Materials companies have a hierarchical organisational structure and maintain a 
hierarchical chain of command. The management levels are high, medium and low. High-
level managers develop organisational policy, the medium-level managers lead the policy 
and monitor the performance of employees, and the low-level managers are employees 
who implement directive power according to organisational policy. Meetings are aimed at 
motivating employees to present their ideas in the organisations and solutions to 
problems are sought in these meetings. In these organisations, supervisors have the 
power to make certain decisions for the organisation that fall within their responsibilities. 
Moreover, the organisational structure can be adjusted when appropriate to best be 
suited for administrative and operational management in the organisation.   
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Table 5-2 below outlines the technological factors in the Car Materials industry cluster in 
Thailand, which also informs how each technological factor contributes to the perception 
of successful innovation implementation in the Car Materials industry cluster in Thailand. 
Table 5-2: A summary of the technological factors in the Car Materials industry cluster in Thailand 
Technological factors Description 
Relative advantage  Technology can assist management systems at all three 
companies. 
 Decreased operational costs at all three companies. 
 Contribute to environmental implementation solutions at all 
three companies. 
 Increased level of production capacity at all three companies. 
Design and engineering  Use technology from world leading machine manufacturers, at 
all three companies. 
 Use world recognised standards to guarantee capacity of 
machines used in the Car Materials businesses at all three 
companies. 
 Some computer software is used for product design at all three 
companies. 
Compatibility  The old machines can be used in continuation with the new 
designs of machines at all three companies. 
 Machines are compatible with work and orders from the 
customers, at all three companies. 
 Employees can operate the machines efficiently at all three 
companies. 
 
Technological factors such as relative advantage, design and engineering, compatibility, 
functionality, reliability and the capacity of machines impact on the Car Materials industry 
cluster. The advantages of utilising machines include that they can: assist management 
systems by facilitating the administrative staff because the machines are controlled by 
computerised systems; decrease operational costs by controlling the standard and quality 
of products; minimise waste; contribute to environmental protection as the machines are 
manufactured with the green environment concept and release less pollution to the 
environment; and increase the level of production capacity. 
The machines used in this cluster can be used continuously alongside other machines, 
and even function efficiently in conjunction with the older machines previously used in 
the industry. The employees have no difficulty in operating all of the machines as they 
are trained in their operation.  
The machines used in the Car Materials businesses consist of advanced technologies, are 
designed for commercial use and are reliable. They can produce mass volumes of 
products at the standard required by the customers. The machines are large, and they 
are tested by the machine manufacturers before they are sold to Car Materials 
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businesses. Most of the machines are not used at full capacity. They are large machines 
and they still have a large capacity to produce a large number of Car Materials 
productions. In addition, the machines in this cluster receive regular maintenance to 
ensure their capacity and performance. 
Table 5-3 below presents a summary of the environmental factors in the Car Materials 
industry cluster. 
Table 5-3: A summary of the environmental factors in the Car Materials industry cluster in Thailand 
Environmental factors Description 
Competition intensity  High levels of competition make it difficult for new entrants to 
the Car Materials industry cluster 
 Companies need a solid history in the industry, and good 
performance levels to maintain their status in the industry 
 Competitors are both domestic and international  
Information intensity  Businesses must keep up with any changes in information 
technology 
 IT equipment can support the operational process 
 
Competition intensity and information intensity are the two major environmental factors 
that can be observed in the Car Materials industry cluster. Even though companies in this 
industry cluster are large, competition intensity and information intensity remain high.  
Competition levels are extremely high in this industry cluster, even though these 
businesses have the capacity to produce large numbers of products, in response to the 
high demand for new cars each year. Car Materials companies have been moving their 
business to South Asian countries, because they are low-cost countries in terms of raw 
materials and operational costs. Car manufacturing businesses from developed countries 
look to developing and less developed countries as the possible base for their operations, 
or to source car parts and materials to decrease their costs. The intensity of the 
competition has thus been increasing. 
Information concerning technology, the market, product improvements, customers, and 
future trends is important to members of the Car Materials industry cluster. Car Materials 
companies obtain information from various sources, including the Internet, to improve 
their products to meet world standards. Technology changes rapidly and Car Materials 
businesses need to follow such changes and be able to respond to them rapidly.  
The following section discusses the relationship of organisational factors and types of 
technology in the Car Materials industry cluster. 
[137] 
 
 
5.8.1 Relationship of organisational factors and types of 
technology in the Car Materials industry cluster 
Organisational culture, the size of the organisation, management style, organisational 
structure, and innovations all have an impact on the operational processes within Car 
Materials businesses, and are all related to each other. Since these organisations are 
large they require high levels of financial investment. The organisational culture must be 
strong in order to control large numbers of employees and ensure they are on the same 
track. Furthermore, management must be well established and the organisational 
structure firm and stable to ensure the management systems are well organised in the 
organisation.  
Since the machines are large and complex and produce large volumes of products they 
require sophisticated or advanced information technology to control the machinery. 
Information technology is now well established in manufacturing worldwide—including 
these Car Materials companies—ensuring that products meet the requisite standards and 
quality. Traditional technology is also used at an appropriate level, but the Car Materials 
industry cluster relies heavily on engineering technology and information technology. The 
relationships among the types of technology are discussed in Chapter 5.4. 
Technology is utilised in the Car Materials industry cluster and new technologies are 
determining the way the auto and parts industries conduct business (Veloso & Kumar 
2002). Each business owner in the Car Materials industry cluster in Thailand revealed 
that competition in the Car Materials industry cluster was still intense in the Asian region. 
The businesses in the Car Materials industry cluster in Thailand had to compete with both 
domestic competitors and international competitors from countries such as Vietnam, 
Indonesia and India. The characteristics of a Car Materials business make it difficult for 
new entrants to enter the industry. Many existing companies in the industry were 
extensions of formal companies. The new entrants find it difficult to survive in the 
industry. The barriers to enter the industry included gaining the trust of the customers, 
business experience, skill and knowledge of the business owner, and capital investments.   
Businesses in the Car Materials industry cluster utilise information technology in many 
ways such as to study customer needs, to improve product quality and improve the 
communication process. Each business owner in the Car Materials industry cluster 
mentioned that they were able to discuss business with car manufacturing companies 
through information technology such as the Internet. Sales through the web are 
expected to experience explosive growth in Asia because major car manufacturing 
businesses such as Ford, General Motors, Daimler Chrysler, Renault and Nissan 
announced to join their e-commerce initiatives and shift their supply markets towards the 
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Asian region (Veloso & Kumar 2002). This is because Asian suppliers have the ability to 
create quality car material products at a lower cost, including Thai Car Materials 
businesses. Information intensity is therefore important for the Car Materials business 
owners to adopt in order to be more active and ready to learn new information because 
their competitors could use similar technology and information.  
In summary, the discussion of the Car Materials industry cluster provides extensive 
knowledge on innovation and business competencies. Through improved business 
competency and value creation, businesses in the Car Materials industry cluster could 
enhance the implementation of innovation and their organisational performance. 
The next case examined in the following chapter is the First Craft Bangkok industry 
cluster.  
[139] 
 
 
 
 
 
 
 
Chapter 6  
FIRST CRAFT BANGKOK INDUSTRY CLUSTER 
 
6.1 Introduction 
This chapter reports on the findings of research on ‗Innovation Adoption in Thai SMEs‘, 
based on a case study of First Craft Bangkok industry cluster in Thailand. In Chapter 6, a 
background of the First Craft Bangkok industry cluster in Thailand will be reported, which 
is then followed by an overview of the three representatives of the First Craft Bangkok 
industry cluster in Thailand. The First Craft Bangkok industry cluster in the context of 
change (organisation, technology and environment), innovation in the First Craft 
Bangkok industry cluster in Thailand, business competencies and value creation in the 
case of the First Craft Bangkok industry cluster in Thailand, and performance in the First 
Craft Bangkok industry cluster in Thailand is then discussed. A summary is made to 
summarise the findings from the interviews according to the context of change, based on 
the organisational, technological and environmental contexts. The following section starts 
with the background of the First Craft Bangkok industry cluster in Thailand. 
6.2 Case study of First Craft Bangkok industry 
cluster in Thailand 
First Craft Bangkok was merged into a cluster in 2005. First Craft Bangkok is different 
from other clusters as the cluster itself is a combination of various types of handmade 
products, including wooden crafts, fabric, metal crafts, mulberry paper, printing cards, 
ceramics, and sculptures. The cluster is focused on two central ideas: ‗innovation‘ and 
‗arts‘. Owners of businesses merged their business into the cluster under the First Craft 
Bangkok umbrella, with the aim of bringing various forms of art and craft together and 
generating innovation within their business, while maintaining an emphasis on handmade 
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products such as brass, metal, textile and garments, ceramics teak, mulberry papers and 
clay. The First Craft Bangkok industry cluster was new to the industry but had variety of 
products to offer to both domestic and international markets. Each business owner 
sought to develop and improve the product quality and business performance to meet 
the needs of the customers.  
The First Craft Bangkok industry cluster encounters many problems, such as increased 
competition in both local and international markets, a lack of skilled employees, and 
marketing support from the government. The major issue for the First Craft Bangkok 
businesses is similar to other industries, which are finding ways to survive in the 
industry, to minimise costs and to be able to compete with their competitors more 
efficiently. 
6.3 Overview of the three companies 
(Representatives of the First Craft Bangkok 
industry cluster) 
This research involves analysis of the narratives gathered from interviews with the 
owners of three SMEs—referred to here as BC Company, FC Company, and PH 
Company—which represent the First Craft Bangkok industry cluster. Each company 
owner discussed their business operations in the organisational context, technological 
context, and environmental context; this is followed by a consideration of innovation in 
these companies. The discussion continues by looking at the business competencies and 
value creation in the case of the First Craft Bangkok industry cluster. 
Company I: BC Company 
BC Company was established in the year 1989 and has been in operation for 19 years. 
Mrs D is the owner of BC Company. The products in BC Company cover all textile and 
garment materials and decorative items such as quilts, bed sheets, pillow cases, bedding 
items, photo frames, and bathroom items. Mrs D has worked in this industry cluster for 
19 years and has gained adequate experience and understanding of the needs of her 
customers and of the industry. Mrs D has regularly studied the present and future trends 
to better equip herself to design and create products. As a result of her solid business 
experience and knowledge, the market and the customers have responded by accepting 
her products over the years.   
BC receives orders from both domestic customers in Thailand and from international 
customers from other countries such as Home Marts from the United State of America 
(USA). The business has experienced ups and downs due to a range of economic factors 
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such as the Asian economic crisis of 1997, the global financial crisis (since 2006), and 
Thai political problems as discussed in Chapter 1.1.      
Company II: FC Company 
FC Company is a ceramics business with a sole owner, located in Bangkok. Mrs R is the 
owner of FC Company, which commenced operation in the year 2002. FC creates ceramic 
products and exports most of its products to other Asian countries. Traders frequently 
visit FC Company to select products for export, and distribute the products to customers 
in other countries. The business did well in its first year but more recently has not been 
in a good condition due to the global financial crisis and the Thai political problems, which 
started in 2007.     
Mrs R invested in the ceramics business because she likes ceramic products. She was an 
Arts graduate, and attended some ceramic courses in college. She enjoyed these courses 
and extended her knowledge into her own business after graduation.    
Company III: PH Company 
PH Company is a family business managed by Mrs NA and her sister. PH Company was 
established in the year 1992, and its major products are cotton dolls. With 16 years of 
experience in the industry, Mrs NA has led the company to achieve solid profit levels 
every year. The company has faced many obstacles over the years, for example related 
to human resources, designs, and to find new markets, but Mrs NA has never given up. 
She has also encountered problems and financial hardship as a result of the Asian 
economic crisis in 1997, the global financial crisis and Thailand‘s current political 
problems.   
Mrs NA constantly studies the customers‘ needs to ensure that she creates the right 
products whenever she can and always improves the products to meet the requirements 
of customers. PH Company used to export the products themselves but they now use the 
services of trading companies.   
The following section discusses the First Craft Bangkok industry cluster in detail in the 
context of change, which includes the organisation, technology and environment. 
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6.4 The First Craft Bangkok industry cluster in 
the context of change: organisation, technology 
and environment 
Innovation in this industry cluster will be explored in the following three contexts: 
organisational, technological and environmental. Mrs D from BC Company, Mrs R from FC 
Company, and Mrs NA from PH Company shared their experiences in operating a 
business in the First Craft Bangkok industry cluster. Their significant experience in the 
First Craft Bangkok industry cluster contributes to their knowledge of the industry. Each 
of these owners has been given a pseudonym in this study to keep their real identities 
confidential. The names of individuals and organisations mentioned by these business 
owners have also not been included in the transcripts of the interviews.  
6.4.1 Organisational context 
BC Company, FC Company and PH Company are the First Craft Bangkok industry cluster 
representatives in this study, who have provided a rich source of information about the 
structures and processes that either constrain or facilitate the adoption and 
implementation of innovations. The three owners mentioned various organisational 
factors in the interviews that can contribute to the successful operation, management 
and implementation of innovation in their respective business.   
6.4.1.1 Size of the organisation  
The companies in First Craft Bangkok industry cluster are in the range of small to 
medium sized, with their size depending on their capital investment. Each business 
owner discussed the impact of organisational size on businesses in the First Craft 
Bangkok industry cluster. They explained that the organisation does not have to be large 
because they need to focus on the quality of products in detail rather than the quantity 
since the products are handmade. Each business owner claimed that keeping the 
organisation small enables them to develop close relationships with their customers. 
Asking about the number of employees in the organisation, the question was posed: 
How many employees are currently working at your company? 
Mrs D responded to the question by relating the story of her organisation from the 
beginning:    
 We started the business with ten employees then increased 
to 90 employees after we received a big contract from Home 
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Marts, USA. There are 40 employees in our organisation at 
present.    
In answer to the same question, Mrs R explained that FC Company is a small 
organisation. The size of the company has fluctuated in recent years in response to 
orders and contracts from customers each year. Given the current business environment, 
Mrs R explained that she did not wish to expand her business. She also did not want to 
have part-time employees because she did not want to waste her time training them as 
she believed they would only work for the company for a limited time. She commented:      
 We have 15 employees at present. Our organisation is small. 
I prefer only full-time employees.   
Mrs R is satisfied with the size of her company because she can control the operational 
processes more effectively: 
 I‘m quite happy with this size of organisation. I planned to 
expand the business in the last three years [since 2005]. 
Fortunately, it was good that we did not expand the business 
otherwise we would be in many troubles because of the 
world economic situation in the year 2007.   
Thus Mrs R was not in a position to expand her business due to the economic 
environment.  
Mrs NA stated that her organisation was small. In terms of the business operations, she 
described how all of her employees work closely with her and with each other. She 
stated:  
 There are 35 employees in our organisation. We are a small 
organisation. 
Mrs NA did not expect to increase the size of the organisation or the number of 
employees because the operational costs and the stability of the business did not allow 
her to do so. She stated that the fluctuations of the world business environment and of 
business conditions in Thailand could seriously damage her business. Mrs NA observed:  
 We do not want to increase the size at the moment or even 
in the near future. We are quite happy with what we have.     
Based on their experience, each business owner explained that a small business is easier 
to manage because they can manage and work closely with the employees. They also 
discussed how their organisations were not ready for expansion because of the present 
economic conditions.   
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6.4.1.2 Culture  
Organisational culture in the First Craft Bangkok industry cluster has to be kept simple to 
ensure that operation processes are effective. Culture is an important factor in the First 
Craft Bangkok industry cluster that must be carefully considered to achieve success. An 
organisation should be well managed and developed. Mrs D explained that problem-
solving is one aspect of organisational culture at BC Company. Discussions in meetings 
can encourage teamwork to help solve organisational problems. Mrs D also stated that 
rules and regulations also shape employees‘ behaviour. If rules and regulations are 
appropriately applied, employees would follow them deliberately. She commented:  
 In our organisation, we discuss problems in a meeting; we 
have rules and regulations to enforce skilful employees, and 
provide training for non-skilled employees.   
Furthermore, Mrs D developed job responsibility as part of organisational culture at BC 
Company. Productivity is also considered to be a part of organisational culture at BC 
Company, and employees are responsible for completion of their tasks either as an 
individual or through teamwork:   
 Each employee has their own responsibility but they also 
work as a team.   
Seniority is considered to be a major aspect of organisational culture at FC Company. In 
this regard, senior employees help and guide the new employees to perform their work 
in a direction that is acceptable to the organisation, which was similar to the situation at 
BC Company. Mrs R explained:  
 Senior employees will guide new employees to work in the 
organisation.   
Responsibility is one area of organisational culture at FC. Mrs R described how 
responsibility is important and that if an organisation can teach its employees to have a 
strong sense of responsibility at work this benefits the organisation. Employees can then 
perform their assigned tasks to a high standard. Employees are also able to share 
responsibility when they are assigned the same tasks and able to create products at an 
acceptable productivity level. 
In these companies, rules and regulations are used as agreements between employees 
and the business owner. They are tools to guide employees to work in the same 
direction, within the same conditions and environments. Employees that perform under 
rules and regulations of the organisation would ensure they were treated equally. On this 
point Mrs R stated:    
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 We use rules and regulations to control employees at work. 
We also have incentives for extra work.   
Mrs NA had a problem with the high turnover rate of employees at PH Company. The 
major problem was that many employees were from regional areas of the country and 
would frequently return to their hometown during harvest time, thus requiring Mrs NA to 
recruit new employees. In this scenario, the organisational culture was difficult to 
establish and maintain. Rules and regulations were enforced but still employees did not 
know the right direction to follow.      
To solve this Human Resources problem, Mrs NA adopted an overtime systems as an 
incentive for her employees. Many employees were pleased with this system because 
they could earn extra money and they did not have to find a second job to support their 
family income. Many employees felt more secure with their job because of the provision 
of overtime pay. Mrs NA commented:      
 When we have extra orders during the harvest season, we 
use the overtime system.   
In addition, the ‗seniority system‘ is also used at PH Company.  Mrs NA used the 
‗seniority system‘ to train new employees. 
The development of organisational culture in the First Craft Bangkok industry cluster is 
limited by the high rate of staff turnover in these companies. The dominant aspect of 
organisational culture is the seniority system whereby senior staff teach and guide new 
employees.   
6.4.1.3 Management style and organisational structure 
These three companies in the First Craft Bangkok industry cluster share similar 
management styles, because of the similarities in organisational size and culture. Each 
owner described their companies‘ management styles as fairly simple. Mrs D stated: 
 We have an organisational structure and hierarchy at work. 
The hierarchy is simple and based on responsibility.   
Mrs D claimed that she did not have enough time to manage her employees. The 
leadership or supervisory staff can perform these management roles according to their 
management position in the organisation. Mrs D explained that she has to work on 
product designs and find new market for business. Mrs D allocated decision-making 
power to the supervisor level, and said that their decisions are final decisions. She 
explained:   
 I empower decision-making to the supervisor level. I do not 
have to make final decision.   
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Mrs D explained the line of command at BC Company and how her employees are 
responsible for certain tasks according to their position. At the operational level, Mrs D 
stated that she did allow mistakes to happen within the organisation but that the 
mistakes not be made too often or with intention. Otherwise, the cost of operational 
processes would be too high. She described how employees can learn from their 
mistakes and share these experiences with each other:   
 We teach employees to take responsibility in their tasks. We 
teach them to learn from their mistakes in the operational 
process so that they know their own mistakes.     
Mrs R related quite a different story about FC Company, as she was responsible for 
managing everything. Thus, management is centralised at FC Company:   
 I manage everything because FC Company is small and I can 
do everything on my own.  
Mrs R discussed that her major difficulties concerned Human Resources problems, 
specifically the high levels of staff turnover and fluctuations in employee numbers, which 
created problems for her management system. Mrs R sought to solve this problem by 
assigning certain responsibilities to her employees. Thus a sense of responsibility became 
an important part of organisational culture. However, employees were given power in 
terms of operational decisions whilst business management remained under Mrs R‘s 
control. 
Like the other two owners in the First Craft Bangkok industry cluster, Mrs NA described 
her company‘s organisational structure as simple. This simplicity allows her employees to 
fit into any operational duties. When discussing the management style of PH Company, 
Mrs NA explained that she did not want any unnecessary complication or complexity. Mrs 
NA wants her employees to easily understand their work responsibilities so she has 
designed a management system that is easy and relaxed. PH Company employees 
receive instructions from Mrs NA directly.   
Mrs NA highlighted that PH Company is a small company, and that a simple 
organisational structure is therefore best. The organisation does not require fully 
systematic or mechanistic management, avoiding any unnecessary confusion amongst 
employees. With an overly regulated system of management, Mrs NA argued, employees 
feel uncomfortable and work less efficiently as a result of undue pressure at work.  
All three owners in the First Craft Bangkok industry cluster agreed that they should not 
create any unnecessarily complicated processes of management to minimise the impact 
on their employees. Management styles should be simple to avoid any misunderstanding 
on the part of employees. Insofar as most of the employees in these companies were 
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originally from regional areas, they would find an official system difficult to understand, 
which might hinder their performance.  
Innovation is important to the organisation because innovation can help the organisation 
to differentiate themselves from their competitors. The following section discusses 
innovation in the organisations in the First Craft Bangkok industry cluster. 
6.4.1.4 Innovation capability   
Innovation capabilities in the First Craft Bangkok industry cluster are driven by the owner 
or design team of the business. Most of the employees in the First Craft Bangkok industry 
cluster come from suburban or rural areas, so have limited experience or ability in being 
innovative in the workplace. Innovation in this cluster mostly takes the form of product 
innovation. Product innovation is derived from designs and is demonstrated in new 
products or product lines. Mrs D explained the importance of innovation in her business 
as contributing to the competitive standing of that business. Mrs D highlighted that she 
has to continually look for new trends to be able to keep ahead of her competitors. In 
particular, organisations in the fashion industry must move quickly because their 
competitors imitate products rapidly and products can quickly become out of date. Mrs D 
commented:  
 We have to study and advance trends all the time. For 
example, when people are crazy about the spa, we also have 
spa product collections.    
Mrs D explained that product improvement and innovation is necessary to compete in the 
market and businesses must respond to the needs of their customers:   
 We have to improve the products and adjust them to best 
suit the market for our business to survive.  
Mrs R explained that from her experience innovation capability is driven by the business 
owner: 
 Innovation is from the owner because employees do not 
have much time to create new products. I always create new 
designs and products myself.     
Mrs NA stated that PH Company has an innovation team. Innovation is initiated by either 
Mrs NA herself or the graphic design team. Companies need to be able to create new 
products rapidly because competitors can copy products quickly, once they are launched 
on the market. Mrs NA commented:          
 My graphic design team help each other to create new 
products. This type of industry has to be fast in innovation 
because competitors can copy our products rapidly. We often 
see the copied products by our designs in the market after 
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our products are launched. We have to be ahead of our 
competitors.           
The products created by the First Craft Bangkok industry cluster companies are primarily 
home decorative items that are considered fashion products. All three owners concurred 
that innovation is vital for their business, and in the First Craft Bangkok industry cluster. 
They need to be modern and to frequently launch new designs to the market, particularly 
since their products can be rapidly imitated by other businesses outside the cluster. The 
following section discusses the technological context for change and innovation. 
6.4.2 Technological context 
This section explores the technologies used in the three companies of the First Craft 
Bangkok industry cluster. Technology is utilised in this cluster in different ways to other 
clusters. Since the First Craft Bangkok industry cluster includes many types of 
businesses, the technology used varies. The three companies in First Craft Bangkok 
utilise technologies such as machine tools, cutting equipment, and computers.  There are 
many technological factors that can contribute to the successful implementation of 
innovation such as the relative advantages of machines being used in the First Craft 
Bangkok industry cluster; design and engineering; compatibility, functionality and 
reliability of technologies; and time needed to be efficient and effective in the 
organisation. The following section discusses relative advantages in the First Craft 
Bangkok industry cluster. 
6.4.2.1 Relative Advantages 
Each owner agreed that there were many benefits in utilising technology, and identified 
the benefits of technology in different areas. Mrs D noted the advantage of machinery 
being able to operate continuously, unlike humans. She said that humans can be easily 
distracted, become exhausted or be lazy in the workplace. Since employees at the 
operational level are mostly from suburban or country areas, they like to work in a group 
and like to talk while working. On this point, Mrs D highlighted that:          
 You can see that the machines do not talk while operating 
unlike humans. 
She mentioned other relative advantages in performance that machines have over 
humans: 
 The machines can operate accurately and meet time 
requirements.     
Mrs R did not discuss relative advantages but mostly focused on the general benefits of 
technology. She stated that she saved a lot of time in using sewing machines, which are 
the same type of machines used in Mrs D‘s business: 
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 The sewing machines help us to save time rather than 
working by hand.   
In summary, the relative advantages of technology in the First Craft Bangkok industry 
cluster, including the quality of the products and the costs relative to the raw material 
could be observed when utilising technology because technology helps them to utilise 
materials more efficiently. For example, the cutting machines cut the cottons more 
efficiently and reduce wastes than cutting by hands. The following section describes the 
design and engineering used in the First Craft Bangkok industry cluster.   
6.4.2.2 Design and engineering 
The design and engineering of machinery is not a significant factor in this cluster because 
the machines are fairly basic, most of which could be found in many homes 
internationally. The businesses in this cluster do not use commercial machines in order to 
decrease the costs of operation. Rather, they use household machines and sometimes 
also assign some parts of the job to local people, or employees undertake overtime for 
extra income. Mrs D claimed that she uses modern technology but for her this means the 
latest model of machines available at the time of purchase. She also stated that her 
employees do not like cheap machines because they cannot perform tasks functionally 
and often generate a loud noise:   
 I use modern technology in my company. I used to buy 
cheap machine items from China. It made loud noises and 
my employees do not use those machines now. They sit 
right there in the corner of the building. After that I have to 
carefully select the machines.  
Mrs R argued that the design of machines did not affect the operational process in her 
company. The big machine in her organisation is the kiln that is used for her ceramic 
products. She uses an electric kiln because of the size of her work space, which could not 
accommodate kilns operated by gas or carbon. Mrs R commented:  
 There are only a few selections of technology that can be 
used in our business. However, we choose what is best for 
our organisation.   
Mrs NA explained that from her experience, design and engineering are not major 
concerns in her business as the machines utilised at PH Company are fairly basic, such as 
household sewing machines. Only some of her company‘s machines are commercial, that 
is of a larger size than household items and which can be used in the longer term such as 
cutting machines and some of sewing machines:   
 We do not use many machines in our organisation. The 
machines are all basic. 
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Design and engineering are not major concerns in the First Craft Bangkok industry 
cluster since the required machines are basic and of a simple design. There are no 
specific requirements of the machines except that they must operate well, and be 
durable and reasonably priced. The following section discusses the compatibility of 
technology in the First Craft Bangkok industry cluster.   
6.4.2.3 Compatibility 
The compatibility of technology is recognised as important by the business owners in the 
First Craft Bangkok industry cluster. The main technology used in the cluster comprises 
of basic machines, and design and innovation are also basic, meaning local people who 
have low education levels can operate the machines efficiently. Employees are thus 
required to possess basic skills and non-specific knowledge to operate the machinery. 
Experience would enhance employees‘ skills to apply different designs technique with the 
products. At BC Company, Mrs D explained that she changes the machines every three to 
five years to ensure the capability of the machines, specifically that they can operate 
functionally. The old machines are sent for maintenance and/or resold to employees who 
would like to own the used machines. The employees can then use them as household 
machines for a further 15–20 years. The machines are not redesigned frequently. One 
design is normally kept between five and ten years until the next design is launched on 
the market:   
 I change the machine every five years. The new machines 
are well adjusted and compatible with the previous set. The 
employees can use the new machines well. The technology 
for our industry cluster is not frequently changed.  
Mrs D further explained that new models might have new functions, but generally the 
new machines were not much different from the previous model. New models do not 
have an impact on the utilisation of the machines. Mrs D stated:  
 We will always ask the manufacturers that when we 
purchase machines to provide our employees training when 
the new machines have more functions added.  
Mrs D also described how she allows for adequate funds to seek experienced trainers to 
train her employees to operate the new machines effectively and efficiently.    
Mrs R similarly explained that the majority of machines were basic even in the ceramic 
business. Some machines in the ceramic business can be for a specific purpose, such as 
kilns. Most of the products are created by hand and then put into the kiln for the final 
process of firing. These machines, she explained, can be used in the long term. Mrs R 
was not concerned about the functionability of the kiln changing with new designs. The 
machine designs are specific to the business:    
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 The kilns are specific to the ceramic business and cannot be 
used in many other businesses. Once we buy, we can use for 
many years.   
Mrs NA‘s account was similar to that of Mrs D and Mrs R in stating that the machines are 
easy to use, and that the different generation of models are similar to each other, being 
manufactured according to the same pattern. Once the machines are purchased, they 
can be used for many years. Mrs NA explained:    
 The employees find the machines easy to use because the 
machines are basic and easy to operate.   
The compatibility concerns for the machines used in the First Craft Bangkok industry 
cluster are therefore moderate because there are only small changes in machine 
development in this industry cluster. Once a new machine model is launched in this 
industry cluster, these First Craft Bangkok businesses can use them for over ten years. 
These machines will continue to operate well for many years if they receive regular 
maintenance. The following section discusses the functionality factors of machines in First 
Craft Bangkok.   
6.4.2.4 Capacity of machines   
Capacity of technology refers to the capability of the technology used in an organisation 
to create the required products (Narvekar & Jain 2006). In the First Craft Bangkok 
industry cluster, technology is mostly discussed in terms of machines that create 
products and the ability of employees to operate these machines. Mrs D discussed the 
classification of machines and explained that her company had only a small number of 
machines. In her company, product parts are created by machines and the finished 
products are then finalised by hand. Mrs D further explained that she frequently uses the 
machines at the highest capacity level. She also stated:  
 There are not many machines being utilised in our 
organisation as most parts are processed by hand.   
Mrs R‘s account differed from that of Mrs D because the products at FC Company are 
solely handmade. Employees learn the techniques from employees of the previous 
generation. Good quality ceramic products are based on a good clay mixture, and the 
chemicals and processes needed to form such a clay mixture are complicated:   
 The mixture of clay and chemical was developed by people 
in previous generations. I adjusted their formula and used 
the lessons I studied in college to improve the clay mixture. 
However, we utilise machines to the highest level the 
capacity of the kiln.      
Mrs NA works in another type of business which relies heavily on machinery, even though 
some product parts are created by hand. She explained that she has two sets of 
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machines in her organisation so that they could alternate between them to ensure a 
continuous operational process. Once one set of machines is operating at maximum 
capacity, the second set of machines can then be used:   
 We have substitute machines to support the operation 
process. The machines still have adequate capacity to 
respond to extra orders.          
Machines are not utilised at full capacity in the First Craft Bangkok industry cluster, 
which is therefore flexible to the business owner to respond to urgent orders when 
required. 
The following section examines the environmental context of competition intensity and 
information intensity in relation to the First Craft Bangkok industry cluster.   
6.4.3 Environmental context 
The businesses in the First Craft Bangkok industry cluster have encountered many 
competitors, both local and international. Most of the products are for the fashion 
industry and require frequent changes. Products may only be popular among customers 
for a short period of time and new fashions can emerge on the market rapidly. Thus, 
designers in the First Craft Bangkok industry cluster must be able to respond to this fast-
changing environment to satisfy customer needs. New business ventures must be able to 
position themselves to compete with the existing businesses in the industry. To compete 
effectively, it is important that a business has access to information on business trends, 
competitors, customers and markets. The environmental context is discussed in terms of 
both competition intensity and information intensity.   
6.4.3.1 Competition intensity 
The First Craft Bangkok industry cluster has to deal with a highly competitive 
environment. The competitors of the First Craft Bangkok industry cluster companies are 
both local and international and often can create products at a lower cost. The handmade 
product companies merged into the cluster to increase the business negotiation power of 
its group members and to form appropriate business alliances to obtain cheaper raw 
materials and to decrease costs. The owners in the First Craft Bangkok shared the same 
opinions about competition. Mrs D described her experience of competition: 
 We are in a competitive environment. The customers can 
choose to buy. We are one of their choices. We have to be 
innovative if we would like to differentiate ourselves from 
our competitors.   
Mrs D is most concerned about price competition, rather than competition in terms of the 
quality of products. Many of her competitors create their products at lower costs and sell 
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them at lower prices; and customers prefer to buy products at the lowest price. In Mrs 
D‘s view, quality always comes after the price consideration when customers select 
products. However, once the customers have purchased their products, they might then 
realise that the product quality does not meet their expectations. Mrs D tries to maintain 
a certain standard in terms of the quality of her products. She explained: 
 We do not worry about the quality but we are afraid of price 
competition. Our cost is high whilst customers prefer to buy 
cheap products. They always find out later that the quality of 
products is important after they purchase. It happens like 
this all the time. 
Mrs D continued her discussion on low-cost producers, such as Chinese companies: 
 We are not like the Chinese companies. Chinese companies 
can operate business at low costs. The customers then 
realise the correlation of price and quality. Low-cost 
products do not indicate that the products were created at 
an adequate quality.     
Mrs D explained that there is still room for new entrants to capture a market share, but 
that they need to operate their business well. Only sufficient investment in capital could 
not lead the business to succeed. Management skill is also of vital importance factor to 
the business. She observed: 
 It is difficult for new entrants that wish to enter the industry. 
They need to love the business not just that they have 
money to invest. There are many new things for them to 
learn such as customers, customers‘ needs, markets and 
business environments.  
Mrs D also argued that information is an important tool for her business to get ahead of 
her competitors. When an organisation can obtain accurate information and has access to 
more channels to receive information than competitors, it can gain a competitive 
advantage. Such channels can include a visit to a trade show, exhibition or convention in 
another country. Mrs D commented:  
 Sufficient information will advance the opportunity for a 
business to be ahead of competitors. The more you know 
the further you can be ahead of other competitors.  
Mrs R agreed with this view, acknowledging that the competition is tough, and explaining 
that running a business based on handmade products can be difficult. New entrants must 
know their product well and understand the business environment:  
 The new entrants need to be aware of many factors before 
they decide to enter this industry cluster. They need to have 
knowledge about the ceramic business.   
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Mrs NA commenced her discussion on competition in a similar vein to Mrs D and Mrs R. 
She concurred that competition is high, citing Chinese manufacturers as major 
competitors, who are aggressive in the industry.  
Mrs NA explained that competition in the international marketplace is challenging and 
that Chinese competitors are difficult to compete with because they can produce products 
at low costs. However, the products offered by PH Company are handmade, and their 
quality, design and stitching are well respected on the world market. Mrs NA thus sought 
to differentiate the quality of her products from that of her competitors.    
Mrs NA was also concerned that big manufacturers, like Chinese competitors, have a 
greater capability and capacity to create similar products at lower costs. However, in 
response to this she asserted that her design team represents a competitive advantage 
in terms of the new products and new designs they can offer the market:   
 We have competitive advantage in our organisation. We 
always launch new designs to the market. We have our own 
design team.  
Competition thus drives businesses to seek out information all the time. In this regard, 
information intensity is another important environmental factor. Customers always seek 
out information before purchasing products, so the manufacturers have to find ways to 
meet the requirements of customers by providing them with adequate information. 
Information intensity is discussed in the following section. 
6.4.3.2 Information intensity 
Information about the industries in the First Craft Bangkok industry cluster was not 
readily available in the past. These businesses, therefore, had to find ways to obtain the 
required information to improve their business and products. When each owner needed 
to learn a new trend related to their industry or products, they had to fly to Western 
countries to obtain the right information, which can be costly. Mrs D stated: 
 I have to travel across other countries to study new trends. 
We have to see the vision of the designers in the Western 
countries and then adjust our products. 
Mrs D later found that information technology was useful in this regard, as she could 
access such information from the Internet, saving her time and money.  
Mrs D further described how it was vital to get the right information because the wrong 
information could harm her business. The right information can help a business to create 
the best products. Most customers prefer Western styles and tastes and to purchase 
products from Western companies. In this regard, Mrs D has come to understand her 
customers‘ behaviour and preferences. She commented: 
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 If we get the wrong information, it can cause trouble to our 
business.  
The required information can be found from many sources, where Mrs D can learn about 
new product inventions, technology for products and how to manage one‘s business in 
line with current trends. 
In the ceramics business, information technology is also helpful. Mrs R explained that FC 
Company is small and does not have to compete with big companies in the industry 
because their respective markets are different. Mrs R stated:  
 Information technology is necessary but not extremely 
important to my business. We are only a small-scale 
business.  
Mrs NA highlighted the importance of the information intensive environment and the 
worldwide popularity of information technology. She also stated that she uses the 
Internet for many purposes such as finding new trends related to her products:   
 People are now using email and the Internet. They can 
access information anywhere. We use the Internet to find 
new trends and we use the information that we found from 
the Internet to improve our designs. 
Even though these three owners in the First Craft Bangkok industry cluster are not 
information technology experts, they are aware of the importance of information 
technology. Each owner realises that plenty of information is available nowadays and that 
they no longer have to travel to other countries to keep informed of industry trends. 
Many information channels are now easily available and business owners can access 
these through the Internet. Some information may cost money in terms of subscription, 
yet this cost is still much lower than the cost of overseas travel.          
The next section discusses innovation in the First Craft Bangkok industry cluster, in terms 
of both organisational and technological innovation.       
6.5 Innovation in the First Craft Bangkok 
industry cluster 
Organisational innovation and technological innovation were discussed during the 
interviews with the business owners from the First Craft Bangkok industry cluster. The 
three companies demonstrate innovation in both organisational and technological areas. 
Organisational innovation can be classified into three distinct areas: product innovation, 
service innovation and administrative innovation. Technological innovation is seen as 
occurring in the three areas: traditional technology, engineering technology and 
information technology.   
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The following section in the First Craft Bangkok industry cluster to discuss is 
organisational innovation. 
6.5.1 Organisational innovation in the First Craft Bangkok 
industry cluster 
According to the findings drawn from the interviews, organisational innovations are 
mainly focused on product innovation and administrative innovation, while service 
innovation can be partially observed from the discussion. Product innovation is the first 
organisational innovation to discuss, which is detailed below: 
6.5.1.1 Product innovation 
The three participants agreed that they have to continually improve the standard and 
quality of their products to meet the requirements of their customers. Product innovation 
in the First Craft Bangkok industry cluster can be seen in businesses that seek to improve 
their production processes to create products on time, economically, efficiently and 
effectively. In addition, the raw materials must be utilised efficiently, and workloads must 
be assigned to employees appropriately and efficiently. Mrs D commented: 
 Because of business competition, we have to seek new 
products to offer our customers. We add new products into 
our product line and we ensure that. We allocate work to 
employees equally, not to load only one person. 
Mrs D further explained that her products required innovation because new product 
designs help her organisation to increase its total sales. Mrs D adopts product 
development and innovation because she wants her product line to be unique and wants 
her customers to be able to recognise her products as distinct from others, thus creating 
‗brand awareness‘ amongst her customers: 
 I want to create my own brand. Thai products are not 
recognised as world leading brands. I expect that one day in 
the future my brand will be a brand leader in this industry 
cluster.     
Mrs R trusts the quality and craftsmanship of her products. She stated that:   
 We have a competitive advantage because our products are 
neat and full with detail. We control the production process 
and we want to create the best products for our customers.          
Mrs R also argued that a company‘s products should not be designed according to the 
preferences of its owners, but must be produced in response to the customers‘ needs and 
preferences. She understands that customers do not purchase products simply because 
they are on the shelf. The products must be attractive and affordable to persuade the 
[157] 
 
 
customers to purchase this particular product over other alternatives on the market. Mrs 
R observed:  
 Since the business was established, we noticed that each 
type of product had to be carefully designed according to the 
customer‘s need. We have to study the customers and the 
trends of the market.   
Mrs R ensured that some aspects of her products were kept to differentiate her products 
from those of her competitors: 
 We keep colour tones and some product styles to 
differentiate the market and to remind the customers that 
these products are from our company.   
At PH Company, Mrs NA was also aware of the importance of product development in 
persuading customers to purchase her company‘s products. In this regard, she stated 
that she has an innovative graphic design team working on product design: 
 Products are to be improved and new designs are to be 
developed by our graphic design team.         
Based on the interviews, all three business owners highlighted product innovation as a 
major focus in seeking to maintain a share of the market, to differentiate one‘s products 
from one‘s competitors and to gain the trust and loyalty of customers.   
6.5.1.2 Service innovation 
Service is not a significant factor for the First Craft Bangkok industry cluster companies 
as they do not sell their products directly to the public. The major customers of these 
companies are retailers or trading agents who resell the products. These business owners 
did, however, discuss the possibility of engaging in some service development in the 
future.  
BC Company‘s major customers are not the final users, but are generally trading agents 
and international companies from countries such as the United States and Canada who 
purchase the products in bulk.  Mrs D conducts sales with these clients through the best 
communication channel using information technology, such as email or their website. Her 
customers receive information and photos or characteristics of the products via images 
that are posted either on the website or sent via email:   
 We realise that service is important and we try to facilitate 
the customers request via communication methods such as 
email and the website to support them and for them to 
communicate with us easily. 
The most important aspect of the service that Mrs D offers her customers is to meet 
order deadlines: 
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 When the customers place their orders, they always ask to 
ensure whether they can receive the products on time. 
Mrs R also mentioned the importance of meeting order deadlines. Mrs NA highlighted 
another type of service as important, which is ensuring accuracy throughout 
communications with one‘s customers. Mrs NA tries to respond to all customer inquiries 
quickly and with accurate information: 
 Our service also differentiates us from our competitors. We 
use information technology to improve our service. The 
customers can communicate with us via email and we 
respond to their order rapidly.            
Therefore service innovation is only slightly developed in the First Craft Bangkok industry 
cluster, and the business owners interviewed were more focused on product development 
and innovation. The last area within organisational innovation is administrative 
innovation, which is discussed in the following section. 
6.5.1.3 Administrative innovation 
The administrative side of these organisations in the First Craft Bangkok industry cluster 
is only partially developed at present. These companies are managed more like a family 
business, with simple management structures and systems, even though the owners are 
aware of alternative management systems and the importance of the operational 
processes within a business. BC Company has improved its management style, whilst the 
other two companies have a more traditional form of management. On this subject, Mrs 
D stated: 
 To be successful in business, I emphasise on the unity, 
understanding of each other and operational process, and 
esprit de corps (the spirit and devotion that is shared among 
the members of the group that want the group to succeed). 
Mrs D explained that she is aware of the importance of management and is concerned 
about how best to operate a business systematically. Mrs D further explained from her 
extensive experience and provided an example to show how administrative innovation in 
her organisation is driven by the senior employees and transferred to other employees.   
The nature of the work environment and relationships amongst staff are important for 
supporting administrative processes. Meanwhile, employees can contribute by 
cooperating with the development of administrative processes in the organisation. Mrs D 
provided an example of an administrative process at BC Company related to lead time 
management and operational process:  
 We have time management in our organisation. If in the 
case that we are close to the deadline that we have to 
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deliver products we will not take additional orders to ensure 
that we can complete the outstanding orders.   
At FC Company, Mrs R described how she has ensured her employees have an 
understanding of the costs involved in running the business and the requirements for the 
survival of the business. The administrative management then requires cooperation 
between the owner and the employees based on the awareness of the future survival of 
the business. She commented:  
 We make an understanding with our employees about 
operational costs. Higher costs could create a negative 
impact to the organisation. If the organisation cannot make 
a profit, employees cannot get an increase in salary.   
Mrs NA offered no further comments on the administrative processes in her business, 
beyond her previous discussion of the family style of management at PH Company. The 
following section explores the relationship among the three types of organisational 
innovation (service, product and administrative) in the First Craft Bangkok industry 
cluster. 
6.5.1.4 Relationship within organisational innovationin the First Craft Bangkok 
industry cluster   
The business owners of the First Craft Bangkok industry cluster adopt technologies from 
the outside and develop their organisations from the inside. Both open and closed 
innovation (Chesbrough 2006) have been adopted in the First Craft Bangkok industry 
cluster and innovation can be developed from outside the organisation and applied within 
the organisation to best suit the needs of the business. Some innovation can be initiated 
inside the organisation to achieve the greatest benefits.  
The issue of service was only a minor concern because each owner is focused mainly on 
their company‘s products, since these businesses are mainly concerned with the 
development and improvement of products and production processes. All three 
businesses must continually put their energies into the development of new products to 
meet the needs and preferences of customers who are always searching for new 
products.   
The concern with administrative process and systems is limited because the businesses in 
the First Craft Bangkok industry cluster are small organisations for which the form of 
management need not be complex. The employees of these companies have direct 
contact with the business owner and in-house communication can be conducted 
verbally—hence only basic technology devices are required. Solutions to problems in the 
business can be achieved by the owner and employees are responsible for their own 
tasks and duties. The observations of the participants indicated that organisational 
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innovation in the First Craft Bangkok industry cluster primarily takes the form of product 
innovation, which can be developed both internally and externally, and is driven by the 
business owner with the aim of differentiating their products from others on the market. 
The First Craft Bangkok industry cluster businesses therefore must continually maintain 
and improve the quality of their products to meet the requirements of their customers.   
There is a need for improved service development in the First Craft Bangkok industry 
cluster because these businesses must operate in a highly competitive environment. As 
previously mentioned, the main customers are trading agents and retailers from both 
local and international markets who resell their products to their retail customers. The 
trading agents can shop around to get the best products that match the needs of the 
final customers, at the lowest prices; hence, innovation is primarily carried out by the 
owner in each First Craft Bangkok business. Each owner therefore has a far greater focus 
on products than on services. However, service provision could be enhanced in future to 
build long-term relationships between the business owners and the trading agents or 
retailers.     
Only moderate market offerings (a combination of products and services) are 
demonstrated in the First Craft Bangkok businesses because they are focused on 
producing products rather than offering products and services together.  The competition 
is high in these industries, and competitors‘ products can be ordered from other countries 
at lower prices. In this context, improved service provisions could assist in building 
competitive advantage for local manufacturers when competing with imported products. 
Therefore, these First Craft Bangkok businesses should initiate an offer of products 
together with services to improve their relationships with trading agents and retailers.   
Lastly, a high level of product development (a combination of products and 
administrative systems) must still be maintained. Even though the products in these 
companies do not require a high level of innovation in terms of operational process, their 
quality and standard must still meet the needs of customers—trading agents, retailers, 
and ultimately retail customers.      
The following section presents a discussion on the technology used in the First Craft 
Bangkok industry cluster. Technology, including the types of technology, used in the First 
Craft Bangkok industry cluster is firstly outlined, followed by a description of the 
importance of each type of technology. 
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6.5.2 Technology utilised in the First Craft Bangkok industry 
cluster 
The technology used in the First Craft Bangkok industry cluster can be classified into 
three areas: traditional technology, engineering technology, and information technology. 
Prior to considering each classification, the participants offered their perspectives on 
technology in general. Mrs D explained the importance of technology for businesses in 
the First Craft Bangkok industry cluster:   
 I have visited many mechanical exhibitions and from the 
agents that visit and demonstrate the machines at our 
business location every year. I understand that technology is 
needed for my business. 
One significant tactic involved in the machine selection process raised by Mrs D is to gain 
an understanding of the machinery, which enables business owners to accurately 
anticipate the quality of the outcomes:   
 I learn about the machines before I make a decision to buy. 
I do not buy the machines just because they are popular. I 
have to be careful when selecting the machines for the 
business. We are concerned about the budget and the 
machines have to be able to be fully utilised.   
Mrs D explained that she has never received any complaints from her customers while 
the business has been under her management because she knows the business, knows 
the products and technology needed for the business, and understands the requirements 
related to the innovation of her products.  
Mrs R did not discuss technology in detail beyond stating that she realised the 
importance of utilising technology. Mrs NA is aware of the importance of technology and 
she has used some technologies in her organisation. Even though the technologies 
utilised at PH Company are fairly basic, they are appropriately and efficiently used. Mrs 
NA commented:   
 Technology is necessary for the business. I strongly believe 
that technology can help organisations to decrease costs. 
However, some types of machines are more expensive than 
a business can afford.         
The following section discusses technology in the First Craft Bangkok industry cluster in 
greater detail: firstly, traditional technology; secondly, engineering technology; and, 
thirdly, information technology. 
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6.5.2.1 Traditional technology 
As outlined in Chapter 2.2.1.1, traditional technology can be found in formal job 
descriptions, chains of command, lines of communication, organisational charts, process 
technology, human skills, and within the knowledge of people from previous generations. 
The First Craft Bangkok industry cluster relies significantly on traditional technologies 
such as traditional knowledge, and some basic engineering technologies such as sewing 
machines and kilns. Beyond this, the business is based on handmade products. Mrs D 
stated:     
 Skills and experience of employees are important. 
Employees have to enhance their skills and experience to 
create better products with quality.       
At BC Company, traditional technology utilised to create products takes the form of 
employee knowledge and practical skills. 
We use indigenous knowledge from people of previous 
generations. Sometimes, new techniques are published in 
magazines, so we buy the magazines for our employees to 
study new techniques and new designs. Then we use the 
new techniques and designs from the magazines and adjust 
the products.   
Mrs D explained how employees can enhance their skills over time, simply through skills 
and knowledge development that comes with experience:   
 Employees‘ skills can be enhanced. The more they work, the 
more they gain from creating products.     
Mrs R outlined how the technology in the ceramic business involves the use of chemicals, 
such as in the clay mixture:     
 The mixture of clay and chemicals are [based on] indigenous 
knowledge from people in the previous generations. I 
adjusted their formula with the lessons that I studied in 
college.       
Mrs NA also explained that the technology used at PH Company comes from the 
indigenous knowledge and skills of employees because the products are handmade. 
Some of the cutting processes are completed using traditional processes done by hand, 
whilst other parts utilise cutting tools. Mrs NA identified that the skills and experience of 
her employees are important as forms of traditional knowledge.        
Each owner explained that they need a good understanding of their industry in order to 
guide their employees to create products according to the company‘s preferred style.   
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6.5.2.2 Engineering technology 
Engineering technology is a relatively new area that covers the application of engineering 
principles and modern technology to help prevent technical problems and is mostly used 
in manufacturing processes. In the interviews with the three business owners, the 
respondents claimed that engineering technology in the context of the First Craft 
Bangkok industry cluster can be referred to as basic machines used to support the 
production process, even by hand. Each participant described engineering technology in 
their business in terms of the tools and machinery used to assist operational processes, 
as well as in relation to management as such technology enables employees to create 
products rapidly. In relation to the engineering technology at BC Company, Mrs D 
described how she must carefully select her machinery because it will be used in the 
business for a long time:         
 Once a sewing machine is purchased, it can be used for 
between 15 and 20 years.   
Mrs D differentiated between home and commercial sewing machines. The commercial 
machines can be used in the long term because they are manufactured for business 
purposes. The major benefit of utilising commercial machines is that they can be used in 
a long time. Mrs D utilised both home and commercial sewing machines. Mrs R‘s 
company only uses small tools that are operated by hand. The biggest machine used at 
FC Company is the kiln which is used to fire the ceramics:   
 The kiln that is being used in our organisation is operated by 
electricity. There are three kiln technologies in the ceramic 
business which are kilns operated by carbon, gas and 
electricity.       
Mrs R explained that she chose an electric kiln because of space limitations. Kilns that 
are operated by carbon and gas require a larger amount of space, thus requiring more 
investment.   
To choose an appropriate machine, Mrs R would first seek out information about the 
manufacturers who produces the machines to ensure the quality of the machines. The 
cost of machines is high, so if the wrong choice is made, Mrs R explained that she would 
then face a difficult financial situation. 
Mrs R further outlined that the kiln has a simple design and is quite easy to operate. The 
functions of the machine are relatively easy to understand, so maintenance can often be 
undertaken by the employees or owner: 
 Maintenance is not too difficult because the machines are 
not complex. We learn from the machine company and we 
can do basic maintenance ourselves.     
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Similarly to Mrs D and Mrs R, Mrs NA stated that PH Company also utilises basic 
machines that are easy to operate.   
The following section explores information technology (IT) in the First Craft Bangkok 
industry cluster. 
6.5.2.3 Information technology 
Information technology (IT) refers to the capabilities offered by computers and 
telecommunications, in conjunction with business process design, which enable people to 
communicate within and between organisations (Venkatesh & Morris 2003). The 
participants agreed that IT has played an important role in all businesses in the First 
Craft Bangkok industry cluster over the past few decades. Mrs D commented: 
 We used some information technology such as computers in 
our organisation. However, most of the employees do not 
use information technology equipment.  
Mrs D is aware of the rapid changes in technology, including information technology. To 
avoid problems related to information technology, Mrs D replaces the computers at BC 
Company every two years to ensure the accuracy and capability of the computers used in 
the organisation. She is aware that developments in computer technology occur quickly. 
To be able to contact her employees when dealing with unexpected issues or problems, 
Mrs D provided her employees with telecommunication support. Mrs D stated: 
 I provide each employee with a mobile phone so that I can 
follow up on their work.   
Other information technologies used at BC Company include email, the Internet and 
facsimile machines, which are all used for communication with customers.   Mrs D views 
email as the best communication tool at BC Company for communicating with customers, 
particularly as she does not need to worry about the time difference between countries. 
Email enables detailed explanations of products and services and the inclusion of photos 
for customers, without any additional cost.  
Other applications used at BC Company include design software. The company‘s designer 
works closely with Mrs D to create designs in line with Mrs D‘s preferred styles based on 
her research into current fashion trends. Mrs R is also aware of the importance of 
information technology facilities. However, Mrs R explained that she only needs to use 
basic information technology devices:   
 We use information technology equipment such as 
computers, the telephone, and the fax.   
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In addition to information technology infrastructure such as computers, some software is 
also used where required:   
 Software applications are used for brochure designs and 
some software applications are used for product designs.   
Mrs NA described how she also uses information technology for business purposes—for 
example, computers and the Internet to explore the Internet to identify business trends 
or market information.   
Thus, information technology is utilised in the First Craft Bangkok industry cluster but not 
to a significant degree, because these business owners spend most of their time on 
improving products and new product development.    
The following section explores the interrelationship among these three types of 
technology in the First Craft Bangkok industry cluster. 
6.5.2.4 Relationships between technologies in the First Craft Bangkok industry 
cluster 
Traditional technology is high in this schema because the businesses in the First Craft 
Bangkok industry cluster are primarily focused on traditional operational processes such 
as creating products by hand and using indigenous knowledge to create products.  
Engineering technologies such as tools and basic machines are utilised in these 
companies, but these machines were developed by previous generations yet are still 
being used in the present.   
The level of transformation of technology is low since these organisations have adopted 
traditional technology. Technology development is also relatively low as the First Craft 
Bangkok businesses utilise only basic engineering technology. The business size is small 
and most of these business owners depend on their own capital investment rather than 
the services of financial institutions. Each of these business owners run their business at 
profit levels. In addition, knowledge management is not well developed in the First Craft 
Bangkok industry cluster because the business owners are concerned with security as 
their competitors always seek to copy their products. The business owners work with 
their employees closely so they can disclose information with to employees. Employees 
do not need to know everything such as the whole production process, but they know 
what is involved with the work with which they are assigned.        
The following section discusses business competencies and value creation in the case of 
the First Craft Bangkok industry cluster in Thailand. Business competencies and value 
creation are derived from organisational innovation and the technology used in the 
industry.   
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6.6 Improved business competencies and value 
creation in the First Craft Bangkok industry 
cluster in Thailand 
In the First Craft Bangkok industry cluster, organisational innovation (services, products 
and administration) should be a primary focus. This is because the nature of the First 
Craft Bangkok industry cluster requires businesses to continually maintain, develop and 
improve their products to meet the requirements of customers—trading agents, retailers 
and, ultimately, retail customers. Service still receives only limited attention because 
these business owners believe that their businesses are not ready to initiate 
improvements beyond product development. Administrative innovation can offer a 
significant contribution to the business but was not a major concern for these business 
owners in the First Craft Bangkok industry cluster.  
In regards to the levels of organisational innovation in the First Craft Bangkok industry 
cluster. The market offering is low because these businesses are focused on product 
improvement rather than the development of products and services together. Service 
development is low as the business owners in First Craft Bangkok industry cluster are all 
of the view that they are not ready to develop or improve in this area. Product 
development is high as this is the primary concern for these businesses. 
The interviews with the three business owners revealed that the use of traditional 
technology in the First Craft Bangkok is high insofar as they rely heavily on practical and 
manual skills, and use traditional knowledge in creating products. Engineering technology 
is low and information technology is moderate, as improvements in these areas are still 
required. Traditional machinery is being used and some forms of information technology 
such as computers are also being used. 
The relationship among the types of technology demonstrates the emergence of 
technological innovation in the First Craft Bangkok industry cluster. The three 
technological innovations that emerge from the three types of technology are knowledge 
management, technology development and the transformation of technology. This 
industry engages in a low degree of technology transformation, a low level of knowledge 
management and a low level of technology development.   
The following section outlines the findings drawn from the discussion with the 
participants concerning performance in the First Craft Bangkok industry cluster.   
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6.7 Performance in the First Craft Bangkok 
industry cluster 
Several performance issues were discussed by the First Craft Bangkok business owners 
interviewed, such as higher productivity, decreasing required costs, and decreasing 
operational times and processes. The results of sustaining higher performance levels in 
the First Craft Bangkok industry cluster include decreasing operational times and 
processes, maintaining or increasing orders from customers, and increasing productivity. 
On this subject, Mrs D observed: 
 I trust high technology because it helps our organisation 
save time and the cost of labour [such as the cutting 
machines; they can cut efficiently with no waste whilst hand 
cutting can cause some mistakes by accidentally].    
Mrs D agreed that technology can support business operational processes and can help 
an organisation to save costs. Even though the machines utilised at BC Company are 
only fairly basic, they can still enable employees to perform their tasks more quickly and 
effectively. Mrs D emphasised the importance of product quality, and that she wanted to 
prevent the possibility of her products being rejected or returned by her customers.   
The products in the First Craft Bangkok industry cluster require particular care and 
attention to detail on the part of employees in the production process, as many parts or 
products are handmade. An increase in productivity indicates an increase in the 
performance of the organisation. Mrs D commented:   
 We can tell that the performance of the organisation is 
increased through an increase in the productivity level.   
In addition, the impact of technology on the performance of the organisation can be 
observed in terms of the ability to meet order deadlines. Mrs D claimed that: 
 The employees can also work rapidly and enjoy trying new 
technology that we provide them with at work.   
Mrs R discussed, similarly with other two business owners in relation to the performance 
of her organisation. However, she did agree that technology can support operational 
processes and contribute to organisational efficiency. Mrs NA also shared this view. This 
chapter of the First Craft Bangkok industry cluster provides knowledge and enhances our 
understanding of innovation and business competencies in the First Craft Bangkok 
industry cluster so that other similar businesses in the industry might seek to develop 
and improve their performance and value creation in their business. The following section 
is a summary of the First Craft Bangkok industry cluster relating to the OTE framework. 
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6.8 Summary of the First Craft Bangkok industry 
cluster relating to the OTE framework 
The findings drawn from the interviews revealed that organisational, technological, and 
environmental factors impact on the performance of the First Craft Bangkok industry 
cluster.  
Table 6-1 presents a summary of the organisational factors in the First Craft Bangkok 
industry cluster, which also informs how each organisational factor contributes to the 
perception of successful innovation implementation in the First Craft Bangkok industry 
cluster in Thailand. 
Table 6-1: A summary of organisational factors in the First Craft Bangkok industry cluster in Thailand 
Organisational factors Description 
Size  Small with the number of employees between ten people at 
BC Company and 35 people at PH Company. 
Culture  Problems are discussed in meetings at PH Company. 
 New employees are guided through work processes by senior 
employees at all three companies. 
 Employees are encouraged to have a strong sense of 
responsibility in their work at all three companies. 
 A team working environment is promoted at all three 
companies. 
 Over-time payment (OT) is used as an incentive at all three 
companies. 
Management style and organisational 
structure 
 The business owners exercise empowerment to the supervisor 
level at PH Company 
 Hierarchical chain of command at PH Company 
 Business owners can be easily approached at all three 
companies. 
 Simple management style at all three companies. 
Innovation capability  New product innovations are mostly driven by business 
owners at all three companies. 
 
The size of businesses in the First Craft Bangkok industry cluster is small, with the 
number of employees in each company ranging between ten and 35. Each business 
within this cluster fosters close relationships between the owner and the employees. 
Senior employees teach and guide new employees how to create products and take 
responsibility for their work. Since the organisations are small, teamwork is easily 
implemented. The organisation can offer overtime work with pay to convince employees 
to work longer hours when the companies receive large customer orders. These 
[169] 
 
 
companies regularly hold unofficial meetings to discuss problems and find appropriate 
solutions.  
The management styles and organisational structures of the businesses in the First Craft 
Bangkok industry cluster are simple, such that the business owner and employees work 
closely together, and no official rules or regulations are enforced. In larger businesses, 
such as PH Company which has 35 employees, it is agreed that senior employees can 
take on a supervisor role and make decisions on behalf of the owner.  
In this cluster, employees do not contribute towards innovation or new ideas for the 
business; they are only responsible for their assigned tasks and responsibilities. The 
business owners have a high level of responsibility for creating new products or coming 
up with new ideas for the business, which they discuss with their employees to seek out 
improvements when necessary. Thus, innovation capability is clearly seen among the 
business owners in the First Craft Bangkok industry cluster.  
Table 6-2 below outlines the technological factors in the First Craft Bangkok industry 
cluster in Thailand, which also informs how each technological factor contributes to the 
perception of successful innovation implementation in the First Craft Bangkok industry 
cluster in Thailand. 
Table 6-2: A summary of technological factors in the First Craft Bangkok industry cluster in Thailand 
Technological factors Description 
Relative advantage  Machines can operate continuously and accurately at all three 
companies. 
 Save time at all three companies. 
Design and engineering  Modern technologies are not used at FC Company 
 Machines are basic and can also be used as household 
machines such as sewing machines at BC Company, and PH 
Company 
Compatibility  The old machines can be used in continuation with the new 
designs of machines at all three companies. 
 Machines are compatible with works and orders from the 
customers at all three companies. 
 The companies source training from the at BC Company and 
PH Company machines manufacturers to ensure compatibility 
 Employees can use new machines together with old machines 
without any problems at BC Company and PH Company 
Capacity  Machines are not utilised at 100% capacity at all three 
companies. 
 
The indirect advantages of using the machines in the First Craft Bangkok industry cluster 
are similar to those in other clusters. However, the relative advantages highlighted by 
the business owners in the First Craft Bangkok industry cluster were operational process 
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time savings and the fact that the owners can estimate the operational process time 
utilising the production process and capability of their machines to organise the new 
purchase of machines in the future.    
Some of the companies in this cluster have been able to purchase new machines because 
they are not expensive and the designs do not differ between the old and new machines. 
The companies that use large machines require their employees to undertake training 
with the machines manufacturers to learn how to use the machines. These business 
owners must ensure their employees know how to operate the machines and that the 
machines operate efficiently.  
New machines replace the small machines like sewing machines every four to five years 
to ensure the capability of the machines, and the old machines can be sold to employees 
at a low price. The new machines must be compatible with the old machines to ensure 
reliability and functionality and to ensure that the employees can operate the new 
machines.  
Most of the machines used in the First Craft Bangkok industry cluster are not used at 
100% capacity. Companies prefer to keep some ‗slack‘ to ensure that they can produce 
additional orders when needed and that the machines are never overloaded. 
Competition intensity and information intensity are two environmental factors that impact 
on the First Craft Bangkok industry cluster, which are outlined in the table below. 
Table 6-3 below presents a summary of the environmental factors in the First Craft 
Bangkok industry cluster. 
Table 6-3: A summary of environmental factors in the First Craft Bangkok industry cluster in Thailand 
Environmental factors Description 
Competition intensity  High levels of competition from both domestic and 
international rivals; major international competitors are from 
China because they can create products at low costs 
 Difficult for new entrants to enter the First Craft Bangkok 
industry cluster; competition is crucial among the existing 
businesses in the industry 
Information intensity  There are many sources of information such as publications 
and the Internet 
 Major information required concerns the industry, product 
trends, marketing trends, and technology  
 
The competition is high in this industry and the business owners are aware of the price 
competition. Some of them choose to focus on and highlight the superior quality of their 
products; hence their prices are higher than those of their competitors. Raw materials 
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need to be carefully selected to create high-quality products that are competitive on the 
market.  
Information on handicrafts or handmade products is available from various sources, and 
companies worldwide can search for information to improve their products and thus 
improve their competitive advantage. A great deal of information can be found on the 
Internet, concerning, for example, the industry, product trends, marketing trends, or 
production technology. The businesses in the First Craft Bangkok industry cluster use 
information technology to access information as required.  
The following section discusses the relationship of organisational factors and types of 
technology in the First Craft Bangkok industry cluster. 
6.8.1 Relationship of organisational factors with types of 
technology in the First Craft Bangkok industry cluster 
The organisations in this cluster are small and are impacted by organisational factors 
such as the size of the organisation, organisational culture, management style, 
organisational structure, and innovation capability, all of which are related to each other. 
Since the size of the businesses in the First Craft Bangkok industry cluster is small, the 
financial investments required are not large, and the organisational cultures are new. 
Management styles and organisational structures are loose and flexible, as smaller 
organisations do not require them to be so regimented.  
Technology in this cluster is based on engineering technology and traditional technology, 
which are used in conjunction with each other. Traditional technology involves the 
indigenous knowledge of employees and the management system used in the 
organisation, while engineering technology includes the machines, equipment and tools 
used, such as crafting tools, scissors and cutters. Information technology is only 
minimally used, for communication and to seek information on industry trends, 
marketing trends, and technology. The relationships among the types of technology in 
the First Craft Bangkok industry cluster are further discussed in section 6.4. 
In summary, the discussion indicates that enhanced organisational performance can be 
achieved through good management and appropriate innovation in an organisation. Each 
business in the First Craft Bangkok industry cluster has achieved adequate performance, 
but all the business owners agreed that their performance and profit levels could be 
significantly improved. The discussion of the First Craft Bangkok industry cluster 
companies provides extensive knowledge on innovation and business competencies. In 
focusing on the details of improved business competency and value creation, the 
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businesses in the First Craft Bangkok industry cluster can enhance the implementation of 
innovation and their organisational performance. 
The next chater present the Leather industry cluster. 
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Chapter 7  
LEATHER INDUSTRY CLUSTER 
 
7.1 Introduction 
This chapter reports on the findings of this research into ‗Innovation Adoption in Thai 
SMEs‘ in relation to the Leather industry cluster in Thailand. In Chapter 7, a background 
of the Leather industry cluster in Thailand will be reported, which is then followed by an 
overview of the four representatives of the Leather industry cluster in Thailand, the 
Leather industry cluster in the context of change (organisation, technology and 
environment), innovation in the Leather industry cluster in Thailand, business 
competencies and value creation in the case of the Leather industry cluster in Thailand, 
and performance in the Leather industry cluster in Thailand. Then a summary is provided 
to summarise the findings from the interviews according to the context of change, based 
on the organisational, technological and environmental contexts. The following section 
starts with the background of the Leather industry cluster in Thailand. 
7.2 Case Study of the Leather industry cluster in 
Thailand 
Leather products are widely used around the world and the Thai leather industry has 
seen a marked improvement in sales and product quality over the past 20 years. Indeed, 
the Thai leather industry is now establishing itself as a major player on the world stage. 
There are many Leather industry clusters scattered throughout Thailand. They can be 
incorporated within a small community or can enlarge the size of a community depending 
on the mutual interests and norms, and the ability to share creativity and ideas amongst 
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their group members. Some groups are found in the north of Thailand such as the Chiang 
Mai, Chiang Rai and Lampang provinces, while others are located in the south of Thailand 
such as the Nakornsrithammarat, Trung, and Phuket provinces or the north-eastern 
regions such as the Nakornratchasrima, Khonkaen and Udonthani provinces. The Leather 
industry cluster that is the focus of this study is located in the Samuthprakarn province in 
central Thailand.     
Competition comes not only from high-end manufacturers based in Europe and some 
international manufacturers, but also from low-cost manufacturers in China, Indonesia 
and Vietnam. However, Thai leather exports have been increasing steadily and appear 
poised for future success on the global market. Thai manufacturers and owners of small- 
and medium-sized businesses have come to realise there are significant opportunities in 
the Leather industry. Whilst the Thai Leather industry receives extensive support both 
from government organisations and trade associations, to compete with their competitors 
businesses must lower their costs and develop innovative practices to maintain the 
interest of buyers.     
Due to the growing literacy rate in Thailand, new graduates prefer to work in the major 
cities and migrate out of their provinces to find better jobs and better opportunities. 
Importantly, higher labour costs in the Thai Leather industry have meant businesses are 
facing increased competition with international competitors such as China, Vietnam and 
Indonesia. The SMEs in the industry cluster must therefore possess the advanced 
technology, low-cost leather materials, new designs and new product development 
strategies to survive in this competitive environment.   
7.3 Overview of the four companies 
(Representatives of the Leather industry 
cluster) 
This research utilises a narrative style of investigation (Creswell 2007; Lewis-Beck et al. 
2003) through interviews with owners of four SMEs in a Leather industry cluster in 
Thailand: CPR Co. Ltd, GG Company, BT Company and TR Company. Each company 
representative discussed their company‘s business operations within the organisational 
context, technological context and environmental context—followed by an exploration of 
innovation in their companies. The discussion continues by looking at the business 
competencies and value creation in these companies, and then turns to a consideration 
of issues of performance.   
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Company I: CPR Co. Ltd 
CPR Company is a family business located in Samuthprakarn, which has been in 
operation for 50 years. CPR Company is a small company of only 20 employees.    
Mr SK is the sole owner of this local Thai tannery company which has been passed down 
from one generation to the next. The various designs for tanning products used by the 
company are influenced by Western fashions. Major raw materials are sourced from 
foreign countries such as European countries and China because the quality of leather 
from these countries is good and reliable. The business activity involves tanning leather 
and supplying to the local Thai market. The customers of CPR are mainly upholstery 
manufacturers and handmade proprietorships in the Thai leather industry cluster.   
Company II: GG Company 
Mrs RN is the owner of GG Company, which was established in 2004. GG Company 
creates ladies leather handbags and accessories but has not yet been officially registered 
with the government because Mrs RN was still in the registration process and finding a 
specific location for her business to operate.  
Mrs RN explained that her family had been involved in the Leather industry since she was 
young. She developed an interest in the Leather industry and leather handcrafts when 
she was in high school and started making handmade Leather products as a hobby. Mrs 
R loved to design leather products for her family. GG Company had a background from 
the family business from which Mrs R established the GG Company on her own and got 
the same sources of supplies locally as her family businesses. The business has grown 
well in the past four years and the customers are satisfied with the products. Some 
customers provide the raw materials and ask GG Company to create products from their 
designs.   
Company III: BT Co. Ltd   
Mr PP is the owner and General Manager of BT Co. Ltd. The business commenced 
operations around 70 years ago under Mr PP‘s father‘s management in Bangkok, and was 
a large company from the start, which was involved in tanning leather. BT relocated to 
the Samuthprakarn province because his father wanted to settle the business into a 
larger area, where the cost of land and construction was not expensive. The business 
was registered in 1989. The success of the business has fluctuated over the last 20 
years, especially as a result of the economic crisis in 1997 which impacted BT 
significantly, and after which time BT downsized in order to survive. In 2000, the 
business suffered financial problems after the world economic crisis when financial 
institutions were not in a position to help companies. Fortunately, BT sought to build an 
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international alliance with businesses from Japan, Argentina and China, which helped it to 
prosper again.  
This alliance of companies from various countries enables BT Company to improve and 
develop new technology through the cooperation with these other firms. Its major 
customers are from Japan. 
Company IV: ST Co. Ltd 
Mrs SV is the owner of ST Co. Ltd, located in Samuthprakarn and nearby provinces. ST 
was established in 2002 and its major products are shoes, home furniture and handbags 
made of leather. Eighty percent of its products are exported to other countries such as 
America and Australia, while the remaining 20% are sold locally in Thailand. ST Company 
has encountered some market problems but total sales have increased in recent years. 
The majority of the raw materials are sourced from leather tanning companies. Mrs SV 
always seeks high-quality raw materials at low costs. Having provided a background of 
the case organisations, we now turn to OTE factors in the Leather industry cluster.  
7.4 The Leather industry cluster in the context 
of change: organisation, technology and 
environment 
Prior to a discussion of innovation in the Leather industry cluster, the nature of the 
industry cluster will be examined in the context of organisational, technological and 
environmental change. Mr SK from CPR Company, Mr PP from GG Company, Mrs RN from 
BT Company and Mrs SV from ST Company explore their experiences in operating their 
businesses in the Leather industry cluster. The first two companies are leather-tanning 
companies, which are CPR Company and GG Company. The other two companies are 
leather handmade products companies, which are BT Company and ST Company. Their 
experience in the industry cluster contributes to their extensive knowledge and 
understanding of business characteristics and the industry cluster environment. Each 
owner has been given a pseudonym in this study to protect his/her real identity. The 
names of individuals and organisations mentioned by these business owners have not 
been included in the transcripts of the interviews.  
7.4.1 Organisational context 
CPR Company, GG Company, BT Company and ST Company are companies 
representative of the Thai Leather industry cluster whose owners have provided a rich 
source of information on the structures and processes that either constrain or facilitate 
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the adoption and implementation of innovation. A range of organisational factors are 
cited by the owners as contributing to the successful operation and management of the 
implementation of innovation in their businesses, one of which is organisation size which 
is discussed below.   
7.4.1.1 Size of the organisation  
The companies in the Leather industry cluster are in the range of small to medium sized. 
Each business owner discussed the impact of organisational size on businesses in the 
Leather industry cluster. They explained that the size of their organisations was 
appropriate to them with many reasons such as the capital investment, and the ability to 
control the quality of products in detail rather than the quantity since the products are 
handmade. Each business owner claimed that keeping the organisation small enables 
them to develop close relationships with their customers. In the interviews, the business 
owners were all asked the question:    
How many employees are currently working at your company? 
Their responses were similar, although differing dependent on the types of business: the 
leather tanning businesses in the Leather industry cluster tended to have a greater 
number of employees, while the companies producing handmade products tend to have 
fewer employees. Mr SK who owned a leather tanning business responded to this 
question by saying: 
 There are only 20 employees in our organisation. It is difficult 
to get employees in this type of business and we then hire the 
alien workers [illegal immigrants] on a wage.   
Mr SK had no plan to expand his organisation in the near future because he was satisfied 
with the current number of employees. Mr SK believed that the size of his organisation 
was optimum and saw no need for expansion. He explained why he preferred to limit the 
number of employees in his organisation; essentially Mr SK could maintain effective 
control; his employees could still perform their duties at an appropriate productivity level 
despite their low numbers; and the company was able to efficiently handle all of the 
orders received. 
Mr PP, another owner of a leather tanning business, explained that his company was in 
the same cluster as Mr SK‘s organisation, but that the size of his organisation, GG 
Company, was a little larger. Mr PP said: 
 There are 60 people in our organisation.     
Mr PP hoped to expand his business to an optimum size, by investing more in 
infrastructure such as buildings and machines. Mr PP wishes to increase sales in the next 
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two years by finding more orders and penetrate into new markets such as in 
neighbouring country markets, but did not wish to increase the number of employees to 
more than 100.   
 It is possible to expand our business size in the next two 
years. But, we do not wish to get too big because big sized 
organisations are associated with many problems.           
The other two companies are production companies who make handmade products: BT 
Company and ST Company. Companies in this line of production are typically small 
company‘s. Mrs RN stated: 
 There are ten people in our organisation. We are not a big 
business but we create good quality products. 
Mrs RN expressed satisfaction with the current number of employees and did not 
anticipate expanding the business in the near future. Mrs RN stated that she would 
rather train these ten employees to have better skills and create better products. 
Handmade leather products require a high level of attention when creating the finished 
products.   
 We do not wish to expand our business until we are ready. It 
is difficult to train employees till they have good skills.  
Mrs RN further explained that finding skilled people is difficult, as the size of the labour 
force is decreasing. Based on her experience, Mrs RN argued that it is difficult to control 
product quality when outsourcing. She believes that creating high-quality products allows 
her to control the cost of products, and therefore the organisation can achieve a higher 
profit level.     
Mrs SV, owner of the other handmade leather production company, explained that she 
did not want to own a large organisation but preferred to achieve an optimum size—a 
similar vision to Mrs RN.  She stated: 
 There are 30 people in my organisation. We try to limit the 
number of employees. I do not want a big organisation.       
Mrs SV was of the view that the 30 employees were not sufficient, but she was aware 
that the cost of labour would increase if she were to increase the number of employees. 
She viewed that 50 employees in the organisation would be sufficient for her 
organisation to operate efficiently. The labour cost in Bangkok and surrounding areas is 
high, as is the cost of training new employees. Mrs SV said that for these reasons it 
would not be wise for her to increase the size of her organisation at this time. 
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In summary, the number of employees in each of these four companies was between ten 
and 60 people. The owners interviewed did not wish to expand their businesses in part 
because of both the lack of skilled or experienced employees and the increasing literacy 
rate in Thailand, which is driving the labour force to find new jobs with high pay rather 
than undertake low-paid labour roles. Indeed, many new Thai graduates are interested in 
becoming a sole entrepreneur or owning their own SME, rather than starting their career 
in the labour force. The following section explores the impact of culture on the 
organisational context in the Leather industry cluster in Thailand.   
7.4.1.2 Culture 
Organisational culture is made up of the rules, regulations, norms and practices in an 
organisation that are distinct in each organisation (Deshpande & Farley 2004). The larger 
organisations, such as GG Company and TR Company, have stronger organisational 
cultures than the smaller organisations like CPR Company and BT Company. 
Understanding that culture is important to the business, Mr SK claimed: 
 Organisational culture is a vital organisational factor. Culture 
has great impacts that a business owner should be aware of. 
Organisational culture directly affects productivity and the 
quality of products. 
Mr SK believes that the size of an organisation impacts its culture. He stated that a small 
number of employees leads to a weak culture because of the limited extent of company 
rules and regulations governing them. In a small company, employees are more relaxed 
while working, and work closely with the owner.   
For some organisations, training is an important aspect of organisational culture, as it 
can ensure the efficiency and accuracy of employees‘ work. Mr SK stated:    
 Training can be a tool to use in an organisation to develop and 
improve culture in the organisation.      
Mr PP described his vision that the optimum number of employees affords him a good 
level of control over his staff. In his view, Mr PP explained that an optimum level of 
management control assists employees to build a good organisational culture:   
 We have an adequate number of employees and they follow 
their supervisors. They work closely with their supervisors and 
always discuss appropriate solutions when they have 
problems.           
Mrs SV discussed her ideas about organisational culture: 
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 Culture is an important factor for the organisation because 
culture can shape employees to behave in the pattern that 
most employees in the organisation have practised.       
She explained that from her experience employees develop their own culture and share 
this culture with new employees, thereby teaching them the norms and practices 
prevalent within that company. However, senior employees who are used to doing things 
according to tradition are often resistant to adopting new norms or practices, just as new 
employees are more enthusiastic about adopting new methods and technologies. These 
two generations could, and should, share their knowledge with each other to improve 
work practices and productivity with each other. Mrs SV commented that: 
 Old employees often prefer traditional ways of creating 
products. Employees in a new generation utilise machines. 
They can share knowledge amongst themselves.           
Mrs SV argued that to convince employees to assume adequate responsibility for their 
tasks business owners need to create a working environment in which employees feel 
they are part of the organisation. Mrs SV claimed that employees would take more 
responsibility if they felt they were valued within the organisation. In such an 
environment employees would be more likely to report problems and remain focused on 
their work. She stated:   
 We make them feel that they are important and they are part 
of the organisation. We do not treat them like boss and 
workers.         
Thus, all four owners were of the opinion that organisational culture impacts the 
operation of their businesses through their employees. In the Thai Leather industry 
cluster, organisational culture starts with, and is carried by, those employees who have 
been with the company longest, and who effectively teach this culture to new employees. 
A well-developed organisational culture is not often seen in the Leather industry cluster 
because most organisations are quite small. Furthermore, employees are mainly blue-
collar workers with low educational levels, who tend to simply follow the directives of 
business owners rather than become involved in developing organisational culture. The 
next section discusses the areas of management style and organisational structure. 
7.4.1.3 Management style and organisational structure 
The owners all discussed the management styles and organisational structures in their 
organisations, which for all four companies were fairly simple. The four business owners 
all preferred not to have a complicated management system because they have to deal 
with employees at the blue-collar level. These employees have low levels of education 
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and so would have difficulty understanding complicated commands or instructions. Mr SK 
commented:  
 Mostly, I order the employees what to do. The orders are from 
me and the communication flow is downward. Employees 
receive orders from me.   
Mr SK further explained that he simplifies his orders to ensure his employees can follow 
them. He believes that a clear organisational structure and management style allows his 
employees to undertake their tasks easily and with no confusion. Mr SK managed his 
company centrally based on his own decision-making. When employees have a problem, 
he would help them solve it. 
In terms of staff management, Mr SK avoided all conflict in the organisation by listening 
to both sides when employees had any conflict with each another. He would not listen to 
only one part. The employees were always satisfied with his judgement. 
Mr SK emphasised that his management style is easy to perform because it is simple and 
clear. When new employees enter the organisation, they are trained to do all tasks so 
they can replace absent staff in any section to ensure the work continues. He observed:  
 Our organisational structure is simple and is not complicated. 
Employees work as a team.     
Similar to Mr SK, Mr PP explained that his organisational structure was simple and clear. 
Employees work harmoniously together as a team. Mr PP commented: 
 Our organisational structure is simple and not complex. 
Employees simply receive orders from me then can work 
under their own performance with no control from the owner.       
Mr PP had a larger organisation than the other participants but the line of command was 
still clear. The supervisor-level employees took care of the lower-level staff. When 
employees had a problem, the supervisors were responsible for solving such problems, 
and were empowered to make decisions. Mr PP explained that his employees consult him 
for solutions when they encounter difficulties at work. Some problems were recurring 
problems, for which the supervisors could make a decision. They did not always need to 
get advice from Mr PP. He stated:  
 We do not have regular meetings. In the Leather industry 
cluster, problems can arise so unexpectedly. Therefore, I allow 
the supervisor to make decisions.   
Similarly, Mrs RN described how the organisational structure and management style of 
SPD Company were simple. Mrs RN offers her employees accommodation because most 
of her employees are from provinces and have little education, so Mrs RN likes to help 
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them out by offering them accommodation on site. These employees are willing to work 
extra hours to earn more money to support their families. She stated:  
 Our organisation is simple. We treat employees like family 
members. They live with us and they live in the same house. 
They can work at any time.   
The employees could work at any time but were controlled by deadlines.  Mrs RN 
regularly discussed tasks with her employees prior to assigning them customer orders. 
The employees would then estimate the time required for each order and report this 
estimate to Mrs RN. She commented:  
 I control employees with times to create products. I give them 
an order then discuss with them about the period of time that 
products should be completed by.  The employees will study 
details of the products and create and complete them by the 
time assigned.   
Mrs RN would not monitor employees while working because she did not want to place 
unnecessary pressure on them. She understood that her employees would not be able to 
create good-quality products in a high-pressure environment, preferring instead to allow 
them to plan and undertake their tasks as they see fit. Her employees work as a team 
and monitor each other‘s work to ensure no-one would take advantage of the others 
from sharing the workload. Every employee has to be able to finish his/her products by 
the agreed time. The employees would discuss in advance any unexpected problems with 
each other and with Mrs RN.   
Even though Mrs RN had a simple management style, she was also aware of the need for 
quality products. Employees had to be able to work to an acceptable standard. 
Discussing the organisational structure, Mrs RN explained that the size of the business 
impacts the structural form of the organisation, which is also affected by environmental 
features. She commented: 
 Management is important in my perspective; the ability to 
control an organisation is even more important. The size of an 
organisation does not matter but it has to be appropriate. The 
organisational structure starts from the appropriate size of the 
organisation.         
Mrs SV explained that the organisational structure at ST Company was also simple. 
Similar to the other participants, Mrs SV provided the same reasons for not wanting a 
complex management system. She wanted to ensure her employees could clearly 
understand their roles and tasks and could complete orders according to the agreed time 
and to an appropriate standard. When her employees face problems, they regularly 
discuss them with Mrs SV. She further explained that such discussion with employees 
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was important because it can improve the knowledge of staff. Mrs SV herself learned 
from the problems her employees encountered. She would then assist them to find 
appropriate solutions. She explained:   
 We talk with each other once a week. We do not have to 
control the employees strictly because the employees are 
responsible in [carrying out] their duties.         
TR Company has groups of employees who assist Mrs SV at the supervisory level, and 
take care of other employees working at the operational level. These supervisory-level 
employees have worked at TR Company for a long time and were empowered by Mrs SV 
to assist new employees.  
In summary, the organisational structures and management styles within these Thai 
leather businesses were simple because the majority of their employees work at the 
blue-collar level. These employees generally have little education and therefore had 
limited choices in finding a good job. They work as labourers or craftspeople to earn 
money to support their families. For these employees, working in handicrafts meant they 
could learn new skills, and perhaps later run their own business. The business owners 
believed that these types of employees would not understand complex work processes 
and would struggle with complicated operational processes. Each owner explained that a 
simple structure was therefore better.  
7.4.1.4 Innovation capability   
Innovation is important in the Leather industry cluster because the products frequently 
become obsolete or out of date. In consumer products, customers like to buy new items. 
Business owners have to develop and design new products, create new styles and 
continually improve their products to survive in the competitive market. Innovation 
capabilities are therefore required in the Leather industry cluster, such as product 
innovation. Mr SK talked of innovation in relation to his leather products: 
 Innovation in the Leather industry cluster can be generally 
demonstrated through designs, accessories and colours.   
To achieve his company‘s objectives—to increase sales and achieve sufficient profits—Mr 
SK regularly seeks out new trends and new product designs to better respond to the 
needs of customers. Mr SK demonstrated his innovation through product improvements 
and new designs. Mr PP also saw the significance of enhancing the innovation capability 
in his business. Mrs RN discussed innovation in her company, highlighting that she had a 
graphic design team to help her. This team was responsible for product design, and they 
had seasonal production plans every year. She stated:   
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 Our products are designed in ranges of collections.  When 
finishing one collection, a new collection is launched. We do 
not create mass products.   
Mrs RN proudly claimed that she had her own unique brand to offer customers and the 
industry overall.  The employees at BT Company had slightly higher education levels than 
employees in other companies. Some of BT‘s employees had good ideas to share with 
their colleagues and often asked Mrs RN whether their ideas were acceptable. Mrs RN 
explained that many of these ideas were accepted, and in this way her staff 
demonstrated innovation capability at work based on their skills and experience. She 
observed:  
 The employees sometimes propose new stitching designs. 
They can improve their ideas from their experience. Many 
ideas or designs are acceptable for commercial sales.   
Mrs RN also stated that she would add her own suggestions or improvements to her 
employees‘ designs, such as the appropriate materials to use to minimise costs. She 
rewarded her employees or their designs once their products had sold to customers. She 
stated: 
 Innovation is not just something only taught in school. We 
train employees that have that ability in them and we teach 
them to think outside of the box. 
Innovation capability is vital to the Leather industry cluster because the highly 
competitive environment at present forces business owners to think far beyond their 
present business operation, and not to focus only creating and selling products. 
Innovation is required to add more value to products and the business so that it can 
compete with other businesses. Mrs SV claimed that such innovation arose from the 
competitive nature of the business environment. The business owners had to improve 
and create new product ideas to satisfy their customers. Mrs SV argued that business 
owners had to come up with new ideas in the Leather industry cluster in order to respond 
to the needs of the market. Although Mrs SV had a graphic design team to help her 
develop new product designs, she generated the new ideas herself which she then gave 
to the design team.  
Sometimes her employees had new ideas but were afraid of presenting them to Mrs SV. 
Mrs SV tried not to hinder their creative ability, and encouraged them to share their ideas 
with her. Some of the new ideas were indeed worthwhile, and only required small 
changes before selling them to customers:   
 …many times, employees are afraid of offering their new 
ideas. We do not block their ability but we have to shape and 
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craft their ideas, and make them better. We need their 
contributions.         
Each owner explored the idea that innovation is important to businesses in the Leather 
industry cluster. The products in the Leather industry cluster include fashion products as 
well as more durable products like home furniture. All of the products must be modern 
and the designs frequently changed because they could easily be copied by one‘s 
competitors. The next section discusses issues related to the technological context. 
7.4.2 Technological context 
This section explores the use of technology in the four case study companies of the Thai 
Leather industry cluster, which was generally different to the technology used in the 
other clusters. Since many types of businesses are merged into this cluster, the 
technology used is different and varies according to the type of business. However, each 
company in this cluster utilises technologies such as machinery, tools, equipment, 
knowledge and computers. Many technological factors contribute to the successful 
implementation of innovation in the Leather industry cluster such as relative advantage, 
design and engineering, compatibility, functionality, reliability, and the capacity of the 
machines to be efficient and effective. The first technological factor to be discussed is the 
relative advantage of technology in the Leather industry cluster. 
7.4.2.1 Relative advantage 
In the interviews, all four owners agreed that there were many benefits from utilising 
technology in different areas, including technology supporting and facilitating employee 
functions. Each owner shared their experience in utilising technology in their organisation 
from different perspectives.  Mr SK stated: 
 Technology helps our organisation to minimise costs, increase 
productivity, diminish waste, and increase the quality of 
products.   
Mr PP and Mrs RN did not discuss relative advantages in detail in relation to technology, 
but in terms of reducing costs and increasing the efficiency of production processes. Mrs 
SV noted other advantages such as meeting customer order deadlines. 
She also stated that she received great benefits from utilising technology in her 
organisation even though the technology was basic. Mrs SV also claimed, like the other 
participants in the Leather industry cluster, that technology could enhance the accuracy 
of operational processes: 
 Technology helps us to save time and costs, and produce 
accurate work.          
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The owners did not discuss other benefits in much detail because they believe that they 
do not use sophisticated technology, although they do receive benefits from the 
technology they use. The following section describes design and engineering in the 
context of the Leather industry cluster.   
7.4.2.2 Design and engineering 
In the Leather industry cluster, there are only a limited number of designs for machinery 
because most are designed for long-term use, unlike the machinery used in other 
industries, which are designed to demonstrate innovation and advances in technology. Mr 
SK noted that there are only a limited number of designs from which to choose from in 
his industry cluster. He stated: 
 It does not really matter on the design of machines, as long as 
the machines can perform tasks well.  
The other business owners‘ views followed the same direction. Only a few machine 
models are available which can be used for both commercial and household purposes. 
Other small tools and equipment being utilised in the Leather industry cluster include 
scissors, cutters, nails, pins, and hammers, which are considered as traditional tools and 
equipment from people in the previous generation. They can still be utilsed because the 
products in the Leather industry cluster are created by hand. The products are 
categorised as handicraft products. The leather products can be created in large 
manufacturing firms but the business members in the Leather industry cluster in Thailand 
are small organisations and they create their products by hand, except for the leather 
tanning companies, which use both machines and hands to create products.  
Compatibility is another important factor discussed by the participants in the following 
section.    
7.4.2.3 Compatibility 
The machinery in the Leather industry cluster has not changed significantly (Kohpaiboon 
2006a; Wiboonchutikala 2001) and the business owners still prefer to use traditional 
machines to avoid the potential problems related to more complicated machine functions. 
Employees sometimes have problems with modern machines because they are not well 
educated in using technology. Such employees found training difficult, and the length of 
time required for training could be too long. However, traditional machinery could be 
used effectively in the Leather industry cluster, and such machines were durable. Each 
owner interviewed was satisfied with their machines and the minimal cost of running 
these machines. In addition, the owners explained that their machines could be 
continuously used and were never out of date. Different people from different 
generations could all learn to use the machines effectively. Mr SK argued:  
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 Technology in our industry cluster is still used continuously. 
Over the past two or three years, the technology has not 
changed. We never have any problems with them.  
Mr SK acknowledged the changes in technology, and described how business owners try 
to find appropriate technology that would have limited negative effects for their business. 
Mr SK explained that new technology had to be similar to the old technology, or must 
have similar operating capabilities to the previously used technology or be used in 
combination with the old technology to save operational costs, training costs and the cost 
of adopting new technology.    
Mr PP remarked that he had used the machines in his organisation for ten years, and 
that his machines were durable and had caused few or no major problems. He described 
the compatibility of technology at GG Company as the ability of employees to transfer 
knowledge, experience and skills from one generation to the next. In addition, 
compatibility was also referred to as the ability of the employees to effectively operate 
the machines to create modern products:   
 We have not changed any machines for ten years.  From the 
first year that the machines were purchased, they last long. 
The technology of the machines can create new products in 
modern designs efficiently. Our machines have the capability 
to create products even with new designs.   
The technologies used in the GG Company were indigenous knowledge and basic 
machines. Mr PP was mostly concerned with the chemicals used at present because the 
chemical formula required could frequently changed due to a change in regulations on 
the types of chemicals to be used, or the usual chemical supplies could become obsolete. 
However, Mr PP explained that these chemicals could be substituted.    
 The chemicals can be changed over time. The chemical 
companies always inform us of the new changes two or three 
years in advance, which allows us enough time to develop or 
prepare new colour tones.   
Mrs RN did not focus much on the issue of compatibility because she had not changed 
any machines at her organisation since they were first purchased. The machines 
operated well and only basic maintenance was required once in a while. She had no need 
to keep up to date with any new trends or new models introduced in the industry 
because her company was small, and had a limited budget and low capital investment. 
Mrs RN agreed that modern technology was good, but that this depended on the ability of 
a business to invest in new technology.  
Mrs SV had replaced some of the old machines in her organisation, and explained that 
these new machines functioned well in assisting her employees. Mrs SV was aware of the 
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need for a continual operating capability and the compatibility of the machines, she said 
or otherwise she would have to make a big investment in new machinery. Mrs SV further 
discussed that other associated costs could be incurred.   
 Some of the machines can subsidise the works that use to be 
created by manpower. Manpower and machines support each 
other well.          
In summary, the machines utilised in these four Leather industry cluster companies 
perform well and are compatible with other machines. The business owners are 
concerned with ensuring compatibility before they purchase machines. Each of the four 
business owners uses basic machines that can be operated easily by their employees, 
and employees can train new employees in how to operate these machines because they 
are not overly complex. The following section looks at the technological factor of 
functionality, which is discussed in the context of the Thai Leather industry cluster.   
7.4.2.4 Capacity of machines   
The four business owners in the Leather industry cluster initially started their businesses 
with low investments, and intended to keep their capital investment and operational 
costs low. Therefore, each participant was concerned about the capacity of the machinery 
in their organisations. The greater the frequency of time usage of the machines, the 
lower the costs incurred by the business. Mr SK claimed:   
 We have not used our technology to full capacity and 
efficiency. There is still a gap that we can use.     
Mr SK explained that he can utilise this ‗gap‘ by sharing business opportunities with other 
business owners in the same cluster who do not have adequate funds to own their own 
machinery. Mr SK could exploit the capability of his machines by offering machine 
services to other businesses and earn extra income from them.   
 I planned to fully utilise the capacity of the machines by 
sharing the technology in my organisation with cluster 
members. The business owners who are already in the cluster, 
but do not have adequate funds for machine investment. They 
can still operate their business at a cheaper cost by renting my 
machines. 
In some cases, the machines could not be operated at full capacity because employees 
do not know how to operate them. Mr PP discussed the capacity of his machines with his 
employees before deciding how best to fully utilise the machines. He claimed: 
 We do not fully use machines at 100% because we use many 
types of machines. All the machines are from different 
countries and they require specialists to operate them or to 
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fully utilise them. The technical employees who operate 
machines do not know everything about the machines.       
Some machines are operated in some organisations at 100% capacity such as at GG 
Company and ST Co., Ltd., in which case employees must work harder because they 
have to complete the jobs already semi-completed by these machines. 
Mrs SV does not use her machines at full capacity because machines were used only as 
part of the operational process. The other part of the operational process was completed 
by employees themselves as leather products are handmade. Mrs SV further explained 
that her employees were, nonetheless, satisfied with their work.         
The interviews with the four business owners demonstrated that they all use their 
machines at different capacity. The bigger organisations, such as GG Company and TR 
Company, utilise less capacity and have better capacity management over their 
operational process. The owners in the smaller organisations like CPR Company and BT 
Company had low investment, requiring that they had to utilise their machines at 100% 
capacity to gain any advantage over their competitors. 
The next section examines the environmental context, comprised of competition intensity 
and information intensity.  
7.4.3 Environmental context 
Competition intensity and information intensity can be observed in all industries, 
including the Leather industry cluster. The size of a business has an impact on the 
business activities undertaken when responding to market demands, such that the larger 
businesses engage in more business activities. New business entrants find it easy to 
enter the Leather industry cluster, but only good skills and solid experience will ensure 
you can survive beyond the early stages. Thus, new entrants must be able to find a way 
to differentiate their products from those of their competitors to gain a good reputation 
and a market share.          
The four owners of the Leather industry cluster companies under study all have 
significant experience in the industry cluster. These companies, both the leather suppliers 
and the leather product companies, have had to compete locally and internationally. To 
be successful in this competitive environment, companies require accurate information to 
ensure they are in the right business environment and to meet future trends to better 
respond to the customers‘ needs. The first environmental factor is competition intensity, 
which is discussed in the following section.  
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7.4.3.1 Competition intensity 
The participants all agreed that competition intensity is an important factor in this 
industry cluster insofar as their businesses are operating in a fiercely competitive 
environment and their competitors are both local and international. Leather products that 
are sold in Thailand can come from neighbouring countries such as China, Vietnam and 
Indonesia, where they are created at lower costs. The international competitors do not 
only compete on the international market, but they also compete with Thai leather 
businesses in the Thai market. Competition intensity in the Leather industry cluster 
arises from many factors, such as: customer demand; competition amongst existing 
businesses; new business entrants created from the expansion of existing businesses; 
and local government policy. On this subject, Mr SK was aware of the importance of 
developing appropriate strategies to lead his business and of seeking opportunities to 
improve his business. One such strategy is to gather information about products and 
trends in the industry from various countries, and then to share and discuss this 
information with his colleagues. Mr SK stated:        
 I have to seek information. When I travel to other countries, I 
always collect information about the products in the Leather 
industry cluster. I think information is important.  
Based on his extensive experience, Mr SK was fully aware of the competitive nature of 
his business environment and the related obstacles to operating his business. He was not 
worried about his local competitors, but the international competitors did cause him 
concern in terms of the comparative costs of operational processes. 
Mr SK further explained that there were many potential obstacles for new business 
entrants in the Leather industry cluster, and that having high capital investment is not 
sufficient for a business to run successfully. The new business entrants need to 
understand the nature of the business, including its products and operational processes. 
More importantly, they must like the business. He commented: 
 The major obstacles for new entrants are key knowledge, and 
the quality control of products; mostly they do not have 
knowledge. If they do not have experience in this industry 
cluster, they will find the business difficult to operate.         
Mr PP fully agreed with Mr SK that the competition is high. To successfully compete with 
one‘s competitors, product improvement must be achieved. Mr PP argued that a leather 
business must learn how to improve its products and introduce innovation into its 
products, management and operational processes. He claimed: 
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 The competition is high in the Thai Leather industry cluster 
because all leather businesses would like to improve their 
business ability as well as operational processes.         
A major problem found in all production industries, including the Leather industry cluster, 
is that competitors copy products. Copied products could be seen in the market rapidly. 
Mr PP stated that when this occurs he has to offer a new business line. Since Mr PP‘s 
company is a leather tanning business, he also offers leather tanning services to smaller 
leather tanning companies, as well as to leather product companies that have their own 
materials but wish to use their own colour tones to create unique products. He 
commented:  
 Other existing companies in the Leather industry cluster can 
copy our operational process. They can see that we do not 
only have the leather tanning products, but we also offer 
leather tanning services to the customers.  We have good 
leather tanning technology and colour technology.     
Mr PP further explained that one‘s competitors might not have the same technology so 
might not be able to offer a good tanning service or good colour depending on their 
experience and the adoption of their tanning technology. He observed:     
 It is not easy to enter the Thai Leather tanning industry. The 
new entrants must have long experience and they must love 
the Leather business. I have seen some successful new 
entrants but they used to be our employees.         
As long as Mr PP could create products of the required quality and standard, he could 
differentiate his products from those of his competitors. Mr PP tried to ensure the quality 
of his products and to maintain good and long relationships with his customers. He 
stated:  
 As long as I can still create good products and services at 
quality, the customers are still with me. They have a long 
relationship and trust with us.           
Mrs RN added to Mr PP‘s comments that the requirements of knowledge, skilled 
employees and creativity are other important challenges facing a new business entrant, 
and that only a few business entrants could demonstrate these capacities. She claimed: 
 It is not easy for new entrants to enter the industry but it is 
not difficult if they have know-how. The business requires 
experience, idea creativity and patience.     
Mrs RN agreed with Mr SK and Mr PP that copied products can ruin leather businesses. 
New product designs could be copied within a couple days of the new products being 
launched.  
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Based on Mrs RN‘s extensive experience, she gains an advantage over copied products 
by only using high-quality materials to differentiate her products and thus to impress her 
customers. She explained that her customers were familiar with the quality of her 
products, and the materials used to make them. Mrs RN stated:   
 We compete with the copied products by only using quality 
materials to impress our customers. The competitors who 
copied our products would find difficult to get the same 
materials like our products.   
Further to the discussion, Mrs SV agreed with the other business owners that the 
competition in the Leather industry cluster is high and that members of the Leather 
industry cluster had to differentiate their products from those of their competitors. 
Another related issue Mrs SV raised is the human resource problem. There are now only 
limited numbers of people available in the workforce because the new generation of 
young Thais are more educated and prefer to work in an office rather than at home or in 
blue-collar professions. In this regard, once Mrs SV trains her new employees, her 
competitors would approach them to work in their organisations, yet Mrs SV stated that 
her company had already incurred the training costs. 
Besides this human resource problem, Mrs SV explained that she is also confronted with 
both local and international competitors, again highlighting the fierce competition in this 
industry. The Chinese competitors are major competitors as their costs are comparatively 
low.  
In summary, the competition in the Leather industry cluster was high for both leather 
tanning, and leather product businesses. Each business owner had to create products 
with quality in order to compete with both local and international competitors. They had 
to find appropriate ways to compete with their competitors such as improving the quality 
of products, sourcing raw materials at low costs but of high quality, creating new product 
designs and differentiating their products. 
Another important environmental factor is information intensity because information is 
helpful for businesses to make decisions concerning operational processes, marketing 
strategies and business strategies. Information intensity is discussed in the following 
section. 
7.4.3.2 Information intensity 
The businesses in the Leather industry cluster had previously found it difficult to access 
suitable information in the past because information was only rarely available as people 
were generally not aware of the importance of information. However, in the information 
age people can now access information through the Internet and a range of other 
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sources such as the media, books and magazines. Mr SK discussed how he can access 
information from the Internet: 
 We can access the Internet and we believe that other 
competitors also can. There is plenty of information on the 
Internet and we can get everything we want such as 
[information on the] demands of customers, technology and 
trends. 
To access accurate sources of information online, companies require the right tools and 
equipment. Mr SK considered the importance of information technology (IT), commenting 
that: 
 The use of information technology can be a competitive 
advantage for an organisation because they can regularly 
access the Internet to get information. Information technology 
provides everyone with accessibility, flexibility, convenience, 
and accuracy.         
Mrs RN also noted the importance of information technology for accessing appropriate 
information sources. An organisation can use IT as a strategic tool for management, 
operational processes and communication processes. She stated: 
 Information is a competitive tool for us but it can be a double-
edged sword to a business because information technology can 
also hurt us. Our competitors learn about our products via 
information technology and they can copy our products so 
fast.  
Mrs RN explained that most of the businesses in the Leather industry cluster are small, 
and many are operated by only one person. The one owner can design, create and sell 
the company‘s products, but they must have the necessary skills, experience and love of 
this type of industry cluster. Mrs RN argued that from her point of view there is still 
adequate demand in the Leather industry cluster because customers still have purchasing 
power over leather products as long as the leather product designs still satisfy their 
needs and the products are sold at the right place and the right price. She commented: 
 I agree that information technology is important but I do not 
think that information technology is of vital importance in the 
Thai Leather industry cluster at the moment unless the 
company is large and able to create products in mass volume. 
Mrs SV appreciates the value of modern technology as well as information technology, 
but she did not develop a website for some time, for fear that her products would be 
copied by her competitors. However, TR Company did eventually develop a website 
because Mrs SV wanted to expand her market. She stated:  
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 We used the Internet to only search for information and trends 
on leather products. We were not ready to develop our own 
website. We were afraid of our products being copied.  
Mrs SV explained that she enjoyed surfing the Internet to locate information on new 
trends, colour tones and new designs, for example. The information she obtained was 
beneficial to her business and necessary for her decision-making. She said that she 
learnt about designs from European countries such as Italy and France online. Mrs SV 
related that her company did not have sufficient funds to cover travel to European 
countries to research new trends in leather products, but that she could access such 
information on the Internet.         
Each owner understands that there is now plenty of information available both in the 
cyber world and in real business life. The participants agreed that they cannot simply 
close their eyes to the world around them and create only the products they like. They 
must focus on their customers. One successful direction is to follow product trends from 
Western countries, which can be easily achieved by studying information on the Internet. 
The following section explores innovation in the Leather industry cluster in terms of both 
organisational innovation and technological innovation.       
7.5 Innovation in the Leather industry cluster 
Organisational innovation and technological innovation were discussed in the interviews 
with the business owners from the Leather industry cluster in the Samuthprakarn 
province. Organisational innovation was viewed by Oke et al. (2007) as product 
innovation, service innovation and administrative innovation. Technological innovation 
was viewed by Salavou (2004) in relation to traditional technology, engineering 
technology and information technology.   
7.5.1 Organisational innovation in the Leather industry 
cluster 
In the Leather industry cluster, organisational innovations are mainly focused on product 
innovation. Administrative innovation and service innovation were only partially observed 
and discussed by the participants.   
7.5.1.1 Product innovation 
The participants all agreed that they had to continually improve their product standard 
and quality to meet customers‘ requirements. Product innovation in the Leather industry 
cluster thus can be seen in product designs, quality of raw materials and the quality of 
the final products. In addition, Mr SK commented that raw materials must be used 
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efficiently, and the allocation of workloads to employees must be assigned appropriately 
and efficiently.     
In a similar vein, Mr PP explained that he continually sought to improve his products to 
meet customer requirements and needs. He commented: 
 We have improved our products for over 20 years. Our product 
innovation was firstly initiated from our experience, 
particularly from the operational processes.         
In addition, Mr PP stated that he often sent his employees for training at his partner 
company in Japan to learn new operational processes. These employees could then share 
these new techniques and technologies with their colleagues upon their return.    
Mrs RN spoke of how designers can help a business improve its products in the leather 
business. However, since leather businesses are often small, as is the case with GG 
Company, Mrs RN noted that owners often have to be the designer themselves.  
Creativity needs to come from the business owner. When they see their products, they 
must know the best materials and operational processes to perfect the product until it is 
ready for sale on the market.    
Product innovation thus needs to be a major focus for businesses in the Leather industry 
cluster. Business owners must strive to differentiate their products to gain and maintain 
their customers.   
7.5.1.2 Service innovation 
Service is not a distinct area in the Leather industry cluster as the businesses are mostly 
too small to warrant a service department. The business owners can have their own retail 
shop or they can sell their products through agents. Most of the businesses can also sell 
their products directly to the customers. In line with the nature of the Thai Leather 
industry cluster, business owners have little opportunity to deal directly with customers, 
so they focus on product rather than service provision. Mr SK commented: 
 We have looked into service but it is still not in a major 
concern. It is only partially important.       
Based on his experience in the industry, Mr PP saw an opportunity for his business to 
survive and even expand; instead of only creating products, he could also offer leather 
tanning services to customers upon special request. If customers did not have their own 
machines but wanted to use their own chemical dyes, they could also use the tanning 
service from BT Company. So this service is now provided. He explained: 
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 We mainly provide a leather tanning service instead of 
providing customers with leather supplies, we decided to offer 
customers a leather tanning service. In this case, the 
customers bring their own leather supplies and we do the 
leather tanning process for them. Our main income is now 
from providing this leather tanning service.        
Similar to Mr SK but unlike Mr PP, Mrs RN argued that she had to focus mainly on 
products because her organisation was small. There were many limitations in her 
organisation such as creative ability, number of employees, financial investment, and the 
capabilities of the business owner. Mrs RN wanted to ensure that her business was ready 
and sufficiently stable before deciding to step into the next stage of focusing on the 
service area. 
Service innovation is partially developed in only some of the businesses such as colour 
dying service in the Leather industry cluster in Samuthprakarn and each business owner 
highlighted that product innovation had to be the main priority over other areas. 
However, each owner was aware of the importance of services but still mostly found high 
levels of service in only the larger organisations in the industry. The other aspect of 
organisational innovation is administrative innovation, which is discussed in the following 
section. 
7.5.1.3 Administrative innovation 
The administrative and management systems and processes at present only receive 
limited attention in the Thai Leather industry cluster companies. The four business 
owners in this study adopt a family style of management even though they realise that 
businesses should doubtless be managed systemically. The administrative systems and 
management styles of the businesses in the Leather industry cluster are simple. During 
the interviews, the participants communicated that they still preferred to manage 
according to a more traditional style. Mr PP, however, did express the view that he liked 
the way the big organisations manage their businesses, according to an established and 
effective system. Mr PP sometimes sent his employees to learn new management and 
operational processes at his alliance company in Japan. He stated: 
 When I find interesting seminars, I send my employees out for 
training such as in operational process, production, and 
operation [they share information with other employees 
afterwards].  
The other participants did not focus on the potential of the administrative side of their 
business, because they believed that their employees were used to their management 
styles. The following section discusses the relationships among the three types of 
organisational innovation (service, product and administrative) in the Leather industry 
cluster in Samuthprakarn, Thailand. 
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7.5.1.4 Relationships within organisational innovation in the Leather industry 
cluster 
The owners within the Leather industry cluster in Samuthprakarn, Thailand adopt 
technologies from the outside and develop their organisations from within. Both open and 
closed innovation (Chesbrough 2006) were adopted, which explains how the Leather 
industry cluster innovation can be developed from outside the organisation and applied 
within the organisation to operate the business (open innovation), or developed inside 
the organisation (closed innovation), in which case the business owners can achieve the 
highest profit from changing the operational production processes.  
In this cluster, service provision was only a minor concern because many businesses, 
particularly the smaller ones, have no need to develop service innovation. Each owner is 
focused mainly on product innovation, as this is more the nature of the business. These 
business owners must regularly design new products to be launched onto the markets.   
Administrative innovation is low because the leather businesses in the Samuthprakarn 
province are small and management does not require a complicated system or hierarchy 
to manage their employees. Instead, employees can contact and approach the owners 
directly. In-house communication is mostly carried out face-to-face, so no high 
technology devices are required. Solutions to problems are generally provided by the 
owner, and employees are responsible for their own tasks and duties. The observations 
of the participants indicated that organisational innovation in the Leather industry cluster 
was mainly product innovation, which can be developed both internally and externally 
but is adjusted and improved according to the business owner‘s preferred styles to 
differentiate their products on the market. The leather businesses therefore must 
maintain and continually improve the quality of their products to meet the requirements 
of their customers.   
There is a need for improved service development in the Leather industry cluster, 
particularly insofar as businesses must operate in a highly competitive environment. 
However, only large businesses pay attention to service provision, although the owners 
of the smaller businesses believe that service improvement could be introduced at some 
time in the future to improve the relationship between the business and its customers.     
Only a moderate level of market offerings (a combination of products and services) are 
seen in the Leather industry cluster because these businesses are primarily concerned 
with producing new products, rather than products and services together. The 
competition is high and the products are produced both locally and internationally, so 
service has become the competitive advantage for local manufacturers in competing with 
imported products.    
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Lastly, a high level of product development (combination of products and administration) 
should be maintained in order to compete with one‘s rivals. Even though the products in 
these companies do not require a high level of innovation in terms of operational 
processes, a certain quality and standard of product are required by customers.     
The following section presents a discussion of the technology used in the Leather industry 
cluster in Samuthprakarn, Thailand. The types of technologies used in the Leather 
industry cluster, and the importance of each, are described. 
7.5.2 Technology utilised in the Leather industry cluster 
The technology used in the Leather industry cluster can be classified into the three broad 
areas of traditional technology, engineering technology and information technology. Each 
participant offered their perspectives on technology in general to provide an 
understanding of the technologies utilised in the Leather industry cluster. Mr SK 
explained the importance of technology for businesses in the Leather industry cluster:   
 Technology is now absolutely important to all businesses. 
Competitors may have even higher and more advanced 
technology than what we have.   
In selecting machines for one‘s business, Mr SK explained that there are a range of 
factors to consider. Purchasing machines can take up a large portion of the business 
investment so owners must be particularly careful in this regard. Mr SK commented: 
 When selecting technology for the organisation, we select from 
price, market, and type of technology. We have to know the 
market. We have to know the customers‘ needs then we can 
decide on the types of technology. Then we can budget how 
much we can afford to purchase.     
In selecting the technology for his business, Mr SK must be cautious. Once the machines 
are adopted, they have to be used for the long term. Purchasing new machines can 
greatly affect the financial position of the organisation. 
As the GG Company is a larger organisation than the others in the Leather industry 
cluster, it therefore uses more complex machines. Mr PP explained: 
 We use high technology and they are Japanese technology. 
The cost of technology is high and detailed because of the 
technology involved with chemicals and machines.     
Mrs RN explained that she also uses machines even though her business is small. 
However, her machines are fairly basic because she has limited financial resources. Mrs 
RN clarified why she only needed basic machines:  
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 Technology in our organisation is different from other 
organisations. Other businesses may aim to use high 
technology. We are purely handmade products. We only use 
basic tools that can assist in creating products by hand.   
Production at BT Company is based on a commitment to protecting the environment. 
Therefore, the technology utilised at BT consumes little energy and produces little 
pollution. Mrs SV agreed with the other participants that only basic tools and machines 
are required in the Leather industry cluster because the products are mostly handmade 
thus do not require complex tools or machines.  She claimed: 
 We use basic technology. It is not worth using high technology 
in our organisation.  
Technology is currently used widely in the leather businesses in the forms of machines 
such as colour tanning machines; tools and equipment such as cutters and scissors. 
Information Technology is also used in the Leather industry cluster and following sections 
discusses technology utilised in the Leather industry cluster, which include traditional 
technology, engineering technology and information technology. 
7.5.2.1 Traditional technology 
As outlined in Chapter 2.2.1.1, traditional technology can be found in formal job 
descriptions, chains of command, lines of communication, organisational charts, process 
technologies, human skills, and the knowledge of people from previous generations. The 
Leather industry cluster examined in this research relies significantly on traditional 
technology such as indigenous knowledge, some basic tools or machines developed by 
people from previous generations, and traditional management styles. Mr SK used the 
knowledge he gained at university to develop new colour tones for his leather products 
because CPR Company sells leather supplies to other leather production businesses. He 
continued:    
 Part of the technology innovation in my organisation is the 
improvement and development in colours. I regularly 
introduce new colour tones of leather to customers. 
Mr SK explained that in his business it was not necessary to work on product designs 
because his company deals with the operational processes of leather tanning. The leather 
tanning companies provide leather-tanning supplies to the leather production companies. 
He observed:  
 There is no design in leather tanning because the business 
deals with operational processes. The differences in leather 
products can be seen in the finished products. 
Mr SK suggested one type of traditional knowledge in administrative innovation is to 
disseminate knowledge to one‘s employees. He explained that disseminating information 
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is a traditional style of management, and that providing an understanding and 
information dissemination from the business owner within an organisation will gain the 
employees‘ trust, so that they will help an organisation to be more productive and 
diminish its costs. 
Mr PP explained the traditional knowledge used in his organisation and adapted according 
to his and his employees‘ experience. He provided an example: 
 My employees are well experienced. They test and try, and 
improve and develop their colour technique knowledge.         
Mr PP described how at BT Company traditional operational processes are still being used 
because this technology can complete more processes in leather tanning business. For 
small customer orders, using these more traditional techniques is always considered to 
decrease costs. He stated:  
 Technology is good if the products are created in bulk. 
However, traditional knowledge in the leather tanning process 
is still being used when we get small orders from our 
customers.     
Mr PP discussed the operational processes used in the past and shared the following 
example; in his company there was some difficulty with the language: his mother could 
only read Chinese, but the chemical formula had been passed down to her from his 
father, and she had all the notes in Chinese. Mr PP therefore had to translate back and 
forth from Thai to Chinese. Later, when Mr PP got a new chemical formula for the leather 
tanning process, he had to translate it for his mother and explain it to his employees in 
Thai. Still, it was best that all of the chemical formulas were kept with Mr PP and his 
mother. The operational and chemical processes were inherited from his father as a 
family secret. 
Mr PP explained that he utilised traditional engineering in the form of traditional 
knowledge passed down from his father and mother, which he adapted to the present 
business environment. Mr PP‘s Chinese was not excellent, as he grew up in Thailand and 
learnt Thai. Mr PP learnt and recognised all of the Chinese characters taught by his 
mother and interpreted Chinese according to his own understanding.  
Mrs RN explained that, from her experience, most new product designs are developed by 
business owners in this industry cluster, but that she also encourages her employees to 
create new products. These products are created using traditional processes, and by 
hand. She continued:  
 Our products are 80% handmade. Products depend heavily on 
the skills and experience of the employees.   
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Mrs RN explained how her employees utilise technology such as basic tools and machines 
that are primarily based on traditional technology. Traditional technology involves 
traditional means of creating products by utilising the indigenous knowledge of people 
from previous generations. The production process also engages the ability of the 
employees to improve and develop products. Mrs RN commented:  
 Creating leather products is not difficult. When the employees 
see the mock-up products and have the pattern, they just 
have to follow the pattern.  
Mrs RN explained that it was the nature of handmade products that they are difficult to 
copy because they include more detail than any machines could create:   
 Handmade products are not easy to copy. There is many 
details. The number of products that are created each time 
can be only a few in numbers.        
Mrs SV explained that she needed people with solid experience to work in her 
organisation. She claimed that knowledge and skills can be improved from training and 
experience, and that greater experience generates greater skill. She stated:  
 Our business does not require good knowledge but good 
experience. Good skill and experience will help maintain the 
good quality of products.         
Each of the four business owners explained the nature and characteristics of their 
business in terms of knowledge and how the products are created. Most of the 
businesses in the Leather industry cluster create products by hand while the leather 
supply companies use some basic technologies. Therefore, traditional knowledge is 
utilised extensively in the Leather industry cluster.  
The next section discusses engineering technology, which is widely used in the Leather 
industry cluster.   
7.5.2.2 Engineering technology 
As outlined in Chapter 2.2.1.2, engineering technology covers the application of 
engineering principles and modern technology to help solve or prevent technical 
problems and is mostly used in manufacturing processes. In the interviews with the 
Leather industry cluster business owners, the respondents claimed that engineering 
technology in the Leather industry cluster refers to the basic machines being used to 
support the production process, which can even be by hand. The participants described 
how their companies utilise engineering technology in the form of tools and machinery to 
help operational processes as well as in management to encourage the employees to 
create products. Mr SK explained:  
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 We seek technology that can really help us to save costs, save 
energy, and add value to our products.     
Mr SK provided the example of the tanning machines in his organisation as a form of 
engineering technology used, which were ordered from European countries and Korea. 
Many companies in which products are produced in mass volume prefer to use machines 
that are controlled by people. Mrs RN preferred to use employees to create her 
company‘s products by hand because the products are carefully created with intricate 
detail. The operational costs are then low and Mrs RN does not have to invest in big 
machines. She explained that the equipment needed for her business was basic, such as 
cutters and scissors.     
Mrs SV agreed with the other three participants, claiming: 
 Basic tools and equipment are used because handmade 
products only require good skill and experience to operate the 
basic tools and equipment by hand. The quality of products 
depends heavily on the skills and experience of the employees.   
At TR Company, Mrs SV sought appropriate machines that best suited her needs. She 
explained: 
 We seek new machines and equipment that are appropriate to 
our business.       
Each business owner agreed that only basic machines are used in the Leather industry 
cluster. However, the larger organisations in the cluster tend to use slightly more 
complex machines to support their operational processes, although they were still 
considered to be fairly basic machines.  
The third type of technology is information technology (IT). Information technology has 
been utilised in the Leather industry cluster to support the work processes and the 
operations of the business. The following section examines IT in the Leather industry 
cluster in the Samuthprakarn province. 
7.5.2.3 Information technology 
Information technology is used in the Leather industry cluster to control the intensive use 
and the level of sophistication of technology devices. In this context, the use of IT refers 
to the capabilities offered by computers and telecommunications together with the 
related business process redesign that allows people to communicate within and between 
organisations (Venkatesh & Morris 2003). The participants agreed that information 
technology has played an important role in all industries over the past few decades. Mr 
SK commented: 
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 Information technology is used in our organisation. I regularly 
seek new applications to use in my business. I would say that 
we have used computers and the Internet for about three to 
five years.     
Mr PP stated that he also utilises information technology in his organisation. He described 
some of the information technology equipment used at GG: 
 We certainly use information technology equipment such as 
computers for accounting activities, chemical formulae, and 
database purposes.         
Mr PP stated that the advantages of utilising information technology included that he 
could obtain necessary information from the Internet:   
 We also use computers to send and receive information 
through the Internet. Telephones and facsimiles are used as a 
basic means of communication.  They are still necessary.           
During the interviews, all of the participants agreed that they receive great benefits from 
information technology in their organisations, in particular the transfer of information 
within and between organisations.   
The following section explores the interrelationship among these three types of 
technology in the Leather industry cluster. 
7.5.2.4 Relationships between technologies in the Leather industry cluster 
Traditional technology was relatively high because the businesses in the Leather industry 
cluster mainly focus on traditional operational processes such as creating products by 
hand. Engineering technologies such as tools and basic machines were traditional 
machines and are still being used at present. Information technology is only partially 
utilised in these companies, for information searches and administrative reasons.  
The level of transformation of technology is moderate when an organisation adopts 
traditional technology in the Leather industry cluster, and technology development is also 
moderate in the leather businesses because they utilise basic technology. The size of 
most businesses in this Leather industry cluster is small and most of the business owners 
use their own capital investment rather than financial services. In addition, knowledge 
management is not yet developed in the Leather industry cluster because these company 
owners are aware of the issues around security and try to avoid their products being 
copied by competitors.          
The next section discusses business competencies and value creation in the case of the 
Leather industry cluster in the Samuthprakarn province. Business competencies and 
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value creation are derived from organisational innovation and the technology used in this 
industry.    
7.6 Improved business competencies and value 
creation in the Leather industry cluster 
In the Leather industry cluster, organisational innovation, which includes services, 
products and administration, was a primary focus. The nature of the Leather industry 
cluster requires that businesses continually maintain, develop and improve their products 
to meet the requirements of customers. Service provision still receives limited attention 
mostly because these owners are aware that their businesses are not yet in a position to 
develop services as well as products. Administrative innovation can offer a significant 
contribution to the business but is still not a major concern for businesses in the Leather 
industry cluster.  
In regards to the levels of organisational innovation in the Leather industry cluster, the 
market offering is low because each business owner is concerned only with product 
improvement rather than with products and services together. Service development is 
low as these owners in the Leather industry cluster see that they are not ready to 
develop this side of their business, and the Leather industry cluster still only needs 
product development. Therefore, product development is high in the Leather industry 
cluster.   
The interviews with the business owners revealed that the use of traditional technology in 
the Leather industry cluster in the Samuthprakarn province is high, because they rely 
heavily on manual labour and traditional knowledge in creating products in the 
operational process. The use of both engineering technology and information technology 
is moderate yet both are required to a degree. Traditional machines are being used and 
some information technology, such as computers, is also being used for communication 
processes and retrieval of information. 
The relationships among the types of technology demonstrate the emergence of 
technological innovation in the Leather industry cluster. The three technological 
innovations that emerged from the three types of technology are knowledge 
management, technology development and the transformation of technology. This 
industry cluster shows a moderate degree of technology transformation, a low level of 
knowledge management and a low level of technology development.  
The following section outlines the results of the discussion with the participants 
concerning performance in the Leather industry cluster.   
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7.7 Performance in the Leather industry cluster 
The Leather industry cluster business owners discussed several issues related to 
performance of the business during the interviews, such as increasing or maintaining 
product quality, ensuring customer satisfaction, and decreasing costs. The results of 
sustaining higher performance levels in the Leather industry cluster include the ability to 
maintain or increase orders from customers, and an increase in productivity levels. On 
this subject, Mr SK stated: 
 We do not emphasise expanding the size of the organisation. 
Rather we are concerned with the quality of the products. We 
can still achieve at profit level.   
Mr SK further discussed how performance could also be measured by an increase in the 
number of sales, which results from the quality of products and the satisfaction of the 
customers. Mr SK observed: 
 We have tried to maintain and improve the quality of the 
products to ensure the customers‘ satisfaction.   
In summary, Mr SK said that technology can support business operations by helping to 
reduce costs, increase capabilities, diminish waste and increase product quality. Such 
outcomes indicate the higher performance levels of the organisation. Mr PP added from 
his perspective: 
 Technology helps us to increase our performance. The quality 
of the products can be controlled at a standard level. We can 
create products at higher volume at specified times, if 
required.   
As most of the business owners in the Leather industry cluster had limited budgets and 
financial investments, Mr PP argued that knowledge, experience and understanding of the 
leather business on the part of business owners contributes to good performance:   
 We have limited sources of funds but we have good knowledge 
of the business. We also have good experience and business 
devotion.          
Mr PP further explained that the leather businesses require support from the 
government. Thai leather producers can create quality products but they lack experience 
with marketing in other countries. He commented:  
 Good support from the government is important and needed.         
Mrs RN told of how her total sales were increasing every year, which she claimed 
demonstrated the capability and performance of her business:   
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 We have had total sales increase every year. We study every 
cyclical year. We know when it is the high or low season. 
However, we put our efforts on the sales team.     
Furthermore, Mrs RN described how the profit levels of a business also indicate the 
performance of the business. She observed: 
 In terms of appropriate profit levels, an organisation can 
achieve at the profit level with performance. The sales volume 
results from product quality control and good sales will help 
the organisation survive.   
At TR Company, Mrs SV said that her sales increased every year, and that she could 
achieve the company‘s projected profit levels. Mrs SV claimed that this was possible 
because the technology used by TR assists the operational processes even though it is 
only basic technology. Her employees are comfortable with this basic technology and did 
not encounter any problems with it because they are used to this machinery. She stated:   
 We project sales increases every year and we can achieve 
sales at our projected level. Also, the operational process is 
improved and the ability to create products is also increasing 
while the quality of products is maintained. 
This chapter of the Leather industry cluster provides knowledge and enhances our 
understanding of innovation and business competencies in the Leather industry cluster 
that other similar businesses in the industry might seek to develop and improve 
performance and value creation in their business. The following section is a summary of 
the Leather industry cluster relating to the OTE framework. 
7.8 Summary of the Leather industry cluster 
relating to the OTE framework 
The findings gathered from the interviews with business owners from the Leather 
industry cluster reveal that organisational, technological and environmental factors all 
impact on this cluster‘s performance.   
Table 7-1 presents summary of the organisational factors in the Leather industry cluster, 
which also informs how each organisational factor contributes to the perception of 
successful innovation implementation in the Leather industry cluster in Thailand. 
Table 7-1: A summary of organisational factors in the Leather industry cluster in Thailand 
Organisational factors Description 
Size  The organisations are small to medium in size, with between 
10 people at BT Company and 60 employees at GG Company. 
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Culture  Employees work closely with the business owner at all four 
companies. 
 Employees work like artists as they need to have new ideas 
coming up all the time BT Co., Ltd, and ST Co., Ltd. 
 The organisational culture embraces training of the employees 
to create leather products according to the same patterns at all 
four companies. 
 Traditional tools and equipment used to create leather 
products at all four companies. 
 Work like a team or family at all four companies. 
Management style and organisational 
structure 
 Simple organisational structure at all four companies. 
 Commands or orders come only from the business owners at 
all four companies. 
 Employees are treated like family members at all four 
companies. 
 Problems and possible solutions are advised by the owners at 
all four companies. 
 Work guidelines are provided by the business owners at all 
four companies. 
 Problems are resolved in group meetings at all four companies. 
 Regular meetings are held with employees at all four 
companies. 
Innovation capability  Innovation is led by business owners or designers  
 Employees can also create some designs for sales at all four 
companies. 
 
The organisations in the Leather industry cluster are rather small. The leather tanning 
companies have in the range of 35–60 employees, while the leather production 
companies have from ten to 15 people. These businesses could have more employees if 
they were ready for expansion or had sufficient financial resources, but are not in a 
position to do so yet.  
The organisational cultures in the Leather industry cluster companies are not well 
established because there are only a few employees in some organisations so they can 
adopt flexible and more relaxed working arrangements. Employees can work closely with 
the owners and the owners can make decisions quickly. Training is an important part of 
the culture in these organisations, and employees are trained to create products prior to 
commencing their work in the organisations. In this case, employees learn how to use 
basic tools such as scissors and cutters to create leather products. Problems are 
discussed in unofficial groups and meetings to find appropriate solutions.  
Innovation capability is generally driven by business owners, as they have been in the 
industry far longer than their employees. For example, the business owners of the 
leather tanning companies have their own secret chemicals and mixture of colours, while 
the leather products companies have their own unique product styles and preferences for 
raw materials. However, the business owners in the Leather industry cluster do not limit 
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their employees‘ creativity. Indeed, they welcome their employees‘ ideas as they work 
closely together. 
Table 7-2 below outlines the technological factors in the Leather industry cluster in 
Thailand, which also informs how each technological factor contributes to the perception 
of successful innovation implementation in the Leather industry cluster in Thailand. 
Table 7-2: A summary of technological factors in the Leather industry cluster in Thailand 
Technological factors Description 
Relative advantage  Technology helps the organisation to minimise costs, increase 
productivity, diminish waste, and improve the quality of 
products at all four companies. 
 Save time because the machines can ease the operational 
process at all four companies. 
Design and engineering  The size of machines is compact and works well with the 
employees at all four companies. 
Compatibility  New machines are compatible with old machines at all four 
companies. 
Capacity  Machines not used at 100% capacity at CPR Co., Ltd and BT 
Co., Ltd 
 
There are various advantages to using technology in the Leather industry cluster, and the 
indirect advantages are to minimise costs, increase productivity, diminish waste, improve 
the quality of the products, and save operational processing time.  
The design and engineering of the technology for the size of machines used in the 
Leather industry cluster are compact, easy to use, and flexible within the operational 
process. Employees do not experience any problems when using new machines in 
association with the old machines. The new machines have no major differences in terms 
of functions and operational performance. The large machines regularly receive a 
maintenance service from the manufacturers, ensuring their continued functionality. The 
small machines are maintained by the employees, who are trained in how to maintain the 
machines‘ continued reliability and efficiency. The machines are not utilised at 100% of 
their capacity in order to maintain their long-term capacity and performance. 
Table 7-3 below presents a summary of the environmental factors in the Leather industry 
cluster. 
Table 7-3: A summary of environmental factors in the Leather industry cluster in Thailand 
Environmental factors Description 
Competition intensity  High competition and easy for new entrants to enter to the 
Leather industry cluster 
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 Competitors are both domestic and international  
Information intensity  There are many sources of information such as publications 
and Internet 
 Major information required concerns the industry, product 
trends, marketing trends, technology, and designs 
 
The leather product industry is wide open for new entrants because they can undertake 
the work at home and work on their own. The business owners must have the 
appropriate skills and experience to start up a business and develop their own product 
designs. The competition is high among existing local businesses, international 
competitors, and new business entrants.  
Information on the Leather industry can be easily found online. Many world-leading 
brands introduce their designs to the public each year on Internet, which can then 
become a source of information or ideas for the Thai Leather industry cluster business 
owners when developing their own styles and designs. The information most sought after 
relates to the industry, product trends, marketing trends, technology, and new designs.  
The following section discusses the relationship of organisational factors and types of 
technology in the Leather industry cluster. 
7.8.1 Relationship of organisational factors with types of 
technology in the Leather industry cluster 
The organisational factors are all interrelated, and include organisational culture, size of 
the organisation, management and organisational structure, and innovation capability. As 
these organisations are small, the financial requirement for investment is low, and the 
organisational culture and approach to management can be informal and flexible. 
Innovation capability is found mostly with the business owners, while employees are 
allowed to present their own ideas to the owners.   
The technologies used in the Leather industry cluster are engineering technology and 
traditional technology. Traditional technology includes the indigenous knowledge of 
employees and how the organisation is managed, while the engineering technologies are 
tools such as scissors and cutters, equipment, and leather tanning machines. Information 
technology is not used a great deal in the Leather industry cluster except to enable 
communication processes and to search for information on Internet, such as information 
on the industry, production trends, marketing trends, technology, and new designs. In 
addition, the relationships among the types of technology used in the Leather industry 
cluster are discussed in section 7.4. 
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In summary, solid organisational performance can be achieved through good 
management and appropriate innovation in an organisation. All of the business owners in 
the Leather industry cluster have achieved adequate performance levels but all agree 
that they could increase their performance levels still further to achieve higher profit 
levels. The discussion of the Leather industry cluster companies provides extensive 
knowledge on innovation and improved business competency and value creation, the 
businesses in the Leather industry cluster can enhance the implementation of innovation 
and their organisational performance. 
Chapter 8 presents the Petchkasem Textile and Garment industry cluster. 
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Chapter 8  
PETCHKASEM TEXTILE AND GARMENT 
INDUSTRY CLUSTER 
 
8.1 Introduction 
This chapter reports the findings of research into ‗Innovation Adoption in Thai SMEs‘, 
based on the Petchkasem Textile and Garment industry cluster in Thailand. In Chapter 8, 
a background of the Petchkasem Textile and Garment industry cluster in Thailand will be 
reported, which is then followed by an overview of the two representatives of the 
Petchkasem Textile and Garment industry cluster in Thailand. The Petchkasem Textile 
and Garment industry cluster in the context of change (organisation, technology and 
environment), innovation in the Petchkasem Textile and Garment industry cluster in 
Thailand, business competencies and value creation in the Petchkasem Textile and 
Garment industry cluster in Thailand, and performance in the Petchkasem Textile and 
Garment industry cluster in Thailand. Then a summary is provided to summarise the 
findings from the interviews according to the context of change, based on the 
organisational, technological and environmental contexts. The following section starts 
with the background of the Petchkasem Textile and Garment industry cluster in Thailand. 
8.2 Case study of Petchkasem Textile and 
Garment industry cluster in Thailand 
Textile and garment businesses are scattered throughout Thailand. They have merged 
into groups or clusters depending on their shared objectives and aims, or on other 
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factors such as location, materials used, cost and labour skills required. The Petchkasem 
Textile and Garment industry cluster is one such group in the Thai garment industry 
located in Bangkok, members of which exchange technology and knowledge, including 
market knowledge.     
The garment industry has a broad reach, from rural to metropolitan areas, and across 
countries. Therefore, the materials and designs used vary depending on their origin and 
products. A garment can be designed in one country, using materials from another 
country, assembled in a third country, distributed by a fourth country and sold in many 
countries. However, many garment products may still be seen as unique and popular 
amongst particular groups of customers.    
Many developed countries, such as America and the United Kingdom, choose to invest in 
the garment industry of Thailand. This is because Thailand has the ability to create 
garment products using cheap materials and cheap labour. In the Thai garment sector, 
the products are often first made in people‘s homes, from where they expand their 
business by extending their personal skills into the industry. Many handwoven products 
can be found in both provincial and suburban areas. The Thai Government and private 
sector companies see this as an opportunity for individual Thai manufacturers to merge 
into local groups to share skills and strengthen their abilities, which in turn helps create 
new jobs and generate more income for their families.   
Using these skills, local people can choose to either work for themselves or as employees 
for a company. When they receive orders from their customers, companies design their 
products and ask local people to create the products based on the designs. The mobility 
and transformation of the Thai garment industry has taken shape in this way.   
The government sector has developed strategic policy to support the textile and garment 
industry and allocates annual funds to support Thai businesses in this industry cluster, 
for example, by improving technology, sending local businesses to obtain overseas 
training, and developing the knowledge and skills of local designers.   
The following section introduces the companies and the participants from the Petchkasem 
Textile and Garment industry cluster. 
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8.3 Overview of the two Companies 
(Representatives of the Petchkasem Textile and 
Garment industry cluster) 
This chapter focuses on two companies, GS Company and DDN Company, which 
represent the Petchkasem Textile and Garment industry cluster. Participants from each 
company discuss their business operations in the context of change, looking at the 
organisational context, the technological context, and the environmental context. The 
discussion then turns to innovation in these companies. Analysis of the business 
competencies and value creation, and performance in the Petchkasem Textile and 
Garment industry cluster then follows.   
Company I: GS Company 
Mr VB is the owner of GS Company. Mr VB first worked in this industry as a trading agent 
for three years, as he also had a background in this area, and he also had work 
experience in European countries for three years after he graduated from university. He 
has extensive experience in the Garment industry, with 20 years working for various 
garment companies until he decided to establish his own small company in the Bangkok 
area, which has run for 16 years. His business involves exporting garment products. 
Over the last two years, Mr VB has penetrated the local Thai market. Mr VB has also 
established a website as another channel for customers to conduct business with him, 
and has realised the importance of the Internet as another channel for marketing and 
sales. 
Competition is high in the Garment industry, and new companies can enter the industry 
easily. Mr VB decided to deal in both the local Thai market and in exporting to survive in 
the industry: approximately 70 percent of his work is exported and 30 percent is sold 
locally.           
Company II: DDN Company 
Ms DR is the owner of DDN Company. Her garment products are created from a natural 
fibre called ‗Kay Chong Fibre‘. Ms DR claimed that her organisation is the only company 
in Thailand to create various garment products from the natural Kay Chong Fibre. Ms DR 
came up with the idea for this business after she visited a hill tribe village (the Hmong 
village) in northern Thailand and discovered this natural fibre, known by the local hill 
tribe (the Hmong) as the ‗Kay Chong Fibre‘. Ms DR loved this material and believed other 
people would also love this fibre and products made from it. Ms DR knew that Kay Chong 
was not yet used in the industry, so she learnt more about it and invested in her 
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business, which started in 2004. The main idea behind the business was to use natural 
non-chemical fibres to create products.   
Some examples of her company‘s products include tablecloths, pillowcases, clothes, 
blankets, cushion cases and handbags. The business did not do so well in the first year, 
but people increasingly came to learn about these products thereafter. Kay Chong is the 
plant name, which is actually considered to be in the same family as marijuana. Kay 
Chong is planted in government projects. Some people might see Kay Chong as illegal; 
however, it is legal to buy Kay Chong fibre from the Hmong or hill tribe people.   
8.4 The Petchkasem Textile and Garment 
industry cluster in the context of change: 
organisation, technology and environment 
In the discussion on innovation in the Petchkasem Textile and Garment industry cluster, 
the nature of the industry cluster is explored by using the context of change as a guide, 
which includes three main contexts: organisational, technological and environmental. Mr 
VB from GS Company and Ms DR from DDN Company explore their experiences in 
operating their businesses in the Petchkasem Textile and Garment industry cluster. Their 
significant experience in the cluster contributes to their knowledge and understanding of 
the characteristics and environment of the industry cluster. These two owners have been 
given a pseudonym in this research to protect their identities and that of their 
companies.   
8.4.1 Organisational context 
GS Company and DDN Company are the Petchkasem Textile and Garment industry 
cluster representatives in this study and have provided a rich source of information on 
the structures and processes that either constrain or facilitate the adoption and 
implementation of innovation. Mr VB and Ms DR mentioned various organisational factors 
in the interviews that can contribute to the successful operation of their businesses, 
including the successful implementation of innovation.   
8.4.1.1 Size of the organisation  
Companies in the garment cluster vary in size. However, the number of employees 
working in the Petchkasem Textile and Garment industry cluster is limited by capital 
investment and size of product orders from the customers, and no company has more 
than 100 people. Mr VB from GS Company and Ms DR from DDN Company shared their 
experiences and views on the size of their organisations. The interviews were conducted 
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one-on-one, and the two owners provided different answers. In the interviews, the 
business owners were all asked the question:    
How many employees are currently working at your company? 
Their responses were different. With regard to size of the organisation, Mr VB 
commented about number of employees worked in his organisation that: 
 There are about 100 employees in my company. It is not too 
big. The number of employees can be up and down all the 
time.      
While Mr VB described the fluctuation in the number of employees, he kept the number 
of employees in his organisation to no more than 100. He also explained how the labour 
market has been large for the past ten years, yet this is changing as a result of 
government policy on literacy. The government has tried to increase the national literacy 
rate for the nation. However, this increase in literacy has impacted negatively on the 
labour market. As literacy rises, people seek better jobs and expect higher incomes; 
thus, they will be less inclined to want to work in manufacturing. Regardless, GS 
Company still has a sufficient number of employees. Mr VB also explained that he did not 
expect to increase the size of his organisation, as the current number of employees is 
manageable, and his employees can be managed and kept under control.  
Mr VB said that he regularly considered whether and when might be a good time for 
expansion, but found that the current size of the organisation has always been 
appropriate: 
 I kept telling myself over the last two years ‗small and 
beautiful‘. I used to plan to expand the size of the business. 
I bought the land for the new expansion. Unfortunately, the 
price of petrol has increased and the political issues in 
Thailand are not secure for business. We are not taking a 
risk with that.   
Ms DR also discussed the number of employees in her organisation: 
 There are 35 people in our organisation; five employees 
work in the office and 30 people in productions.   
In the interview, Ms DR stated that she did not wish to expand her business because her 
business had only commenced operation in the last four years. Her products were 
relatively new on the market. The difference between her products and similar products 
on the market are that her products have UV protection in them and the colours used are 
based on natural dyes. She explained that her business would need a bit of time to grow 
over the next couple of years, so she preferred not to change the organisation size. In 
addition, Ms DR‘s business can save costs by working with local villagers, sharing her 
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knowledge and designs with them. The size of an organisation relates to and impacts on 
the culture of an organisation, where culture describes how employees work together and 
interact with each other. The following section discusses organisational culture. 
8.4.1.2 Culture 
The small and medium-sized organisations, which employ less than 100 employees in 
organisations in the Petchkasem cluster allow for efficient control and management. 
Every organisation has a different culture and culture develops in an organisation over a 
period of time. GS Company and DDN Company demonstrate the different types of 
business culture evident in this industry cluster. GS Company has been in the industry 
for 20 years while DDN has operated in the industry for only four years. Therefore, GS 
Company has a well-established organisational culture, while DDN Company is still 
adjusting and forming its internal culture to best suit the organisation and industry. Most 
of the employees in both companies have been employed since the businesses 
commenced operation, and the cultures have developed in their own ways. Mr VB 
described the culture in his company: 
 We have no political culture in our organisation, which is good. 
The training in the company shapes them [the employees] into 
a good culture.     
Mr VB explained that the majority of his employees have worked with him for a long 
time.  
Employees at GS Company often undertake training to enhance their knowledge and 
ability. An opportunity for training was considered to be part of the organisational culture 
at GS Company. Mr VB explained that he would send senior employees who have worked 
in his company for a long time for production training and they would share their 
knowledge with other employees upon their return.   
Mr VB described how there are sometimes arguments amongst employees in his 
organisation, but that he sees this as normal considering employees‘ different 
backgrounds. In these situations, Mr VB would suggest to his employees that they should 
be able to work well together as employees of the same organisation, and convinces 
them to accept the reality that they must get along in the workplace. He believes that 
employees are to work under the same rules and regulations in an organisation.   
In order to avoid such conflict, Mr VB allows his employees to approach the business 
owner for help resolving any arguments. He suggested that communication flow is 
important in an organisation, so he has built up a culture in which his employees feel 
they can talk to the business owner when they have any difficulties or issues.     
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Another important issue is to create ‗trust‘ in an organisation. Mr VB argued that when 
communicating with each other, employees and owners must be aware about issues of 
‗trust‘. To trust one‘s employees will ensure they feel that they are part of the 
organisation and will therefore be more likely to do a good job. However, owners still 
have to monitor work performance initially before they could be fully trusted. Once 
employees can perform well, the owner can trust them to work unsupervised. In this 
regard, Mr VB has created a friendly working environment for his employees. 
Ms DR described the culture in her organisation as one in which all employees work 
closely together and with the owner. 
 We treat all employees like family members.   
Ms DR explained that in doing so she wanted her employees to feel at home and to feel 
comfortable and confident in their roles. She hoped that her employees would feel like 
part of a family, and would help each other rather than compete with each other. Ms DR 
also wanted her employees to talk with each other like family members when they 
experience problems or conflict. In this regard, Ms DR aims to monitor and help her 
employees closely.   
The following section discusses the management style and organisational structure in the 
Petchkasem Textile and Garment industry cluster in Thailand. 
8.4.1.3 Management style and organisational structure 
The management style of the companies in the Petchkasem Textile and Garment industry 
cluster is simple. The business owners explained that they do not need a complex 
organisational structure. They need good teamwork and understanding among team 
members. The employees simply have to follow the designs and patterns produced by 
the creative section, and respond to their roles responsibly and carefully. This textile and 
garment cluster requires employees to have a good level of attention to detail. Mr VB 
described the organisational structure at GS Company: 
 We have a clear and simple organisational structure. 
Employees tend to know each other. After the meetings, we 
use a loudspeaker system to disseminate information to 
employees in lower levels.   
He explained how he is always approachable for his employees, and that there is no 
boundary between him and his employees. Employees are also welcome to discuss their 
problems with others to find appropriate solutions. Mr VB aimed to reduce the gap 
between ‗boss‘ and ‗employees‘, as he believed this would increase performance.     
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Mr VB explained that he allowed his employees to make their own decisions related to 
their tasks, so long as they followed instructions and performed their job descriptions 
responsibly. However, the decisions made must be appropriate to the position held by 
the employee. For example, employees at the supervisor level had to take care 
employees at the lower level as well as to advise them when they encounter with some 
difficulty. All problems did not come directly to the business owner. Employees at lower 
level had to perform and had major responsibility on the tasks assigned from the 
supervisor level. 
Outlining his vision, Mr VB explained why he did not expect an increase in quantity 
instead of focusing on improving the quality of his products:  
 I expect that they [the employees] can do the same quantity 
but increase quality control and standards and decrease the 
number of defect goods. 
In relation to management style, Mr VB argued that from his point of view there is no 
one ideal management style and he did not believe that any one style would be best 
suited for all organisations. He suggested that a business owner first had to understand 
the nature of their organisation and industry, and from there adjust their management 
style to best suit their organisation. Mr VB stated: 
 There is no actual scale to measure whether our management 
direction or style is fully effective. I believe that as long as we 
can make all parties happy such as employees, customers and 
the organisation, this is what I would call ‗effective‘.      
Ms DR also managed her organisation with simple structures and processes. She treats 
her employees like family members, encouraging everyone to work closely with each 
other. She explained:  
 The organisational structure is simple. We help each other. We 
do not differentiate between business owner and employees, 
because we all work together. 
Ms DR described how her employees could approach her whenever they needed to, and 
that there is no boundary between her and them. Problems can always be openly 
discussed so that employees can help each other identify appropriate solutions. With 
regard to outsourcing to local villagers, Ms DR commented: 
 We work closely with the villagers. We outsource to villagers 
as well. Our employees do part of the work and we outsource 
when we receive big orders from customers. Employees and 
villagers work closely so that they can control the quality.    
In summary, the organisational management style within the Petchkasem Textile and 
Garment industry cluster is not complicated, and owners and employees can 
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communicate with each other easily. In these companies, the boundary between owners 
and workers has been all but removed, fostering greater understanding between them. 
In addition, the organisational structure is simple. The following section explores the 
businesses in the Petchkasem Textile and Garment industry cluster.    
8.4.1.4 Innovation capability   
In the Petchkasem Textile and Garment industry cluster, innovation capability can be 
observed in both the innovative performance or ability of individual employees which 
contributes to the organisation, and in the innovative ability of the organisation as a 
whole. Innovation takes many forms in the Petchkasem Textile and Garment industry 
cluster, such as administrative innovation and product innovation. 
Innovation and new ideas always come from Mr VB himself, and he always seeks 
innovative ways to increase product quality, rather than quantity. Mr VB‘s aim is to 
diminish workload while increasing profit. Regardless of the quantity, the quality of his 
products must always be maintained to achieve a high profit level.   
 I seek innovation. I produce less in quantity, but add value to 
be able to sell the products at a higher price.   
Beyond enhancing product quality, another innovation at GS Company relates to 
obtaining the right supplies. Mr VB explained that he seeks appropriate supplies: 
   I also seek materials; I mix and match with different 
materials. We still have the ability to find good materials and 
create good products.     
According to Mr VB, he finds innovation from his surroundings. He explained the nature 
of his product innovations: 
 Here is one example. Your t-shirt and my t-shirt are totally 
different. Your t-shirt is just to cover your body. The t-shirt 
tailored by my organisation provides UV and bacteria 
protection. In another type of my t-shirt products, we add 
moisturiser, so you will not feel so dry.   
Mr VB described how the idea for his company‘s UV and bacteria protective t-shirt, and 
for the moisturised t-shirt, came out of a company meeting. Mr VB had observed how 
much women like to use moisturiser on their skin, so he came up with the idea of adding 
moisturiser to the t-shirt material. After undertaking some research, the company found 
that aloe-vera could be used as a moisturiser in their t-shirts. Further research and 
development revealed that the moisturiser added to the t-shirt material could last up to 
one year, whereas moisturiser added to a softener would last only a short period of time, 
perhaps only a couple of months.   
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During the interview at DDN Company, Ms DR defined her understanding of the term 
‗innovation‘:   
 I believe the term ‗innovation‘ can be new products, new 
changes, or the value added to the products that can make 
the products more valuable. Thus, producers can increase the 
price of the products.    
Ms DR explained that in her company ideas for the products and product innovation came 
solely from her. The business was started following her discovery of the Kay Chong 
natural fibre. In terms of product design, based on her experience Ms DR designed 
various types of products made of Kay Chong natural fibre. Since then, she has 
continued to develop her knowledge and study the fashion trends to improve her 
products. Ms DR commented: 
 The innovation started from me myself. I combined the local 
hill tribe knowledge together with my dream to become a 
designer. I love this Kay Chong natural fibre and try to 
improve the quality and design from local knowledge.   
In conclusion, both Mr VB and Ms DR demonstrated that innovation in this Petchkasem 
Textile and Garment industry cluster originates from the business owners and individual 
employees who contribute to the organisation, and also in terms of the organisation 
contributing to the cluster or industry. Both business owners demonstrated that they 
create products based on observing and learning from their surroundings, and their own 
creativity and interests.   
The following section examines the technological context of these companies, specifically 
in terms of the technological factors that impact on the Petchkasem Textile and Garment 
industry cluster.      
8.4.2 Technological context 
During the interviews, Mr VB and Ms DR discussed the ways in which they utilise 
technology in their organisations, such as machinery, tools, computers, and other 
communication devices. The machines used at GS Company are large such as cutting 
machines and sewing machines and have been in use for more than ten years. These 
machines are therefore older, more traditional models, but still perform efficiently and 
are adequate for commercial purposes. Mr VB explained that the machinery invested in 
the garment industry consists of commercial machines that are designed for use in the 
long term. The machine will be used for between three and five years. Mr VB‘s machines 
require regular maintenance to be used in the long term. Many technological factors such 
as relative advantage, design and engineering, compatibility, functionality, reliability, and 
the capacity of the machines contribute to the successful implementation of innovation in 
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the Petchkasem Textile and Garment industry cluster to be efficient and effective. The 
first technological factor to be discussed is the relative advantage of technology. 
8.4.2.1 Relative advantages 
Mr VB and Ms DR described how, since the machines used in the Petchkasem Textile and 
Garment industry cluster are traditional machines, they only provide a direct benefit by 
enabling the operational process, standardising the products, maintaining product quality 
and controlling the operational timing process. Each business owner agreed that 
machines help them to save time and costs. They also agreed that technology has 
progressively improved but the technology being used in their organisations were still 
appropriate and do not require replacements. Mr VB commented that: 
Machines can control quality of the products. All products are 
created in at the same quality and patterns such as stitching 
or knitting process. 
Besides the quality of products, Mrs DR concerned with the accuracy in creating 
products. Mrs DR explained that she had only short period of time to complete the orders 
as required by the customers. Sewing machines could operate the task more accurately 
than the handmade. However, partials of the products were still required special skills 
from the employees such as detailing in stitching and knitting process.  
The cutting machines help us to reduce material wastes as 
they can operate more accurately. Thus, machines help us to 
save material costs.  
The owners did not discuss other relative benefits in much detail because they claim that 
they use only simple machines and do not use sophisticated technology, although they 
do receive benefits from the technology they use. The following section describes design 
and engineering in the context of the Petchkasem Textile and Garment industry cluster.             
8.4.2.2 Design and engineering 
Design and engineering issues are not particularly important in the Petchkasem Textile 
and Garment industry cluster because the business owners need the machines simply to 
be able to operate. These business owners do not require specialised functions, beyond 
the machinery being durable and efficient. Machines in the Garment industry are 
normally large, and require a large amount of space for installation and operation. 
However, once the machines are purchased, they can be used for a long time. 
Determining the right model is straightforward and rarely needs to be changed. 
Therefore, business owners do not have to look for new machines or seek new 
technology each year.   
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Ms DR also explained that she does not require complex machinery, particularly as her 
business has only 35 employees.  
 We only need normal designs. Old technology is still good for 
us. 
Mrs DR discussed about the model or design of the machines utilised in the Petchkasem 
Textile and Garment that: 
The Textile and Garment Machine manufacturers do not 
develop or create machines in many models, especially the 
commercial machines. All new machines have similar functions 
as the machines they sold in the last five to ten years. We still 
use the old model and they still work well. I admit that there 
are some advance technology but they are not appropriate for 
our business. 
The nature of the Petchkasem Textile and Garment industry cluster is such that the 
design of machines is not as important as appropriate technology. As long as the 
machines can operate efficiently, the business owners in the Petchkasem Textile and 
Garment industry cluster are pleased. The following section looks at the issue of 
compatibility between technology types. 
8.4.2.3 Compatibility 
There is little evidence of compatibility in this cluster because the machine models are 
rarely changed. However, machines can be used to produce various products such as 
clothing, pillowcases and handbags. Mr VB stated that: 
 All the machines are compatible and they are practical to all 
employees in the organisation.    
Mr VB explained that his machines are compatible insofar as everyone in the company 
can use them. Employees can help each other to operate the machines or follow up on 
the work process once completed. The machines are compatible in terms of operational 
processes and can be used to produce a range of products on the production lines.   
Ms DR did not mention much in relation to compatibility because there are no specific 
requirements for the types of machines used in her business. The machinery used at 
DDN Company consists of simple, traditional machines such as knives and scissors. Ms 
DR also noted that she saves money on machinery by outsourcing to local people.   
The following section explores functionality, which is another factor to consider in relation 
to the technological context.   
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8.4.2.4 Capacity of machines   
Machine capacity involves the frequency with which machines are used and the length of 
time for which they are being utilised. All machines in this cluster are fully utilized to 
their maximum capacity because they are durable commercial machines and can operate 
well even when used at full capacity. Mr VB had utilised his machines for more than ten 
years and they are still operating well.  
 I have used the sewing machines and other garment 
equipment such as looms and cutting machines long time and 
they are still in good conditions.  
Ms DR had a similar experience with her machines. She commented: 
 Sewing machines and looms are frequently used in my 
business. I would say that they have been utilised efficiently 
at full capacity.  
The following section looks at the environmental context of the Petchkasem Textile and 
Garment industry cluster, which includes the factors of competition intensity and 
information intensity. 
8.4.3 Environmental context 
Competition intensity and information intensity are the major issues related to the 
environmental context for all industries, including the Petchkasem Textile and Garment 
industry cluster. Competition is of critical concern for all business owners, who must 
always be aware of the potential impact of new entrants in the market who can increase 
competition or provide more product choices to customers.    
In the Petchkasem Textile and Garment industry cluster, the Garment industry is open to 
new entrants, but they do need to prove their innovative and creative abilities in order to 
survive in the industry. Thus, competition is fierce in this sector. Both existing businesses 
and new entrants require a good understanding of the market and must create new 
products by adopting innovation to be able to respond to customers‘ needs. The following 
section discusses competition intensity and information intensity in the context of this 
cluster.   
8.4.3.1 Competition intensity 
The world economy has changed over time and now many developed Western countries 
are seeking to expand their business potential by conducting some or all of their business 
operations in less developed or developing countries at lower costs (Beck et al. 2005; 
Wang et al. 2008). The cost of materials and labour is cheaper in Southeast Asian 
countries such as Thailand, Cambodia, Vietnam, Laos, and Indonesia. The Thai Textile 
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and Garment industry is therefore in competition with companies from nearby countries. 
On this subject, Mr VB observed: 
 Competition is high after Vietnam and Cambodia opened their 
door for international investment in the last six years. Other 
main competitors, nearby countries, are India and China. 
The changes in currencies, including the Thai Baht, resulting from the Asian economic 
crisis of 1997 greatly impacted foreign investment. Fluctuation of the Thai Baht has also 
affected exports of companies within the Petchkasem Textile and Garment industry 
cluster. When the Thai Baht depreciated in value, business owners in the Petchkasem 
cluster gained higher profits. After the economic crisis of 2006, the Thai currency grew 
stronger again, and these profits decreased. Mr VB stated that:             
 Many external factors such as politics and the world economic 
situation have had a great impact on our business, and also 
our competition. We have to focus on the quality of our 
products to be ahead of our competitors.     
In response to such threats, companies have merged into the cluster to increase their 
bargaining power and to mobilise the growth.            
The nature of the businesses within the Petchkasem Textile and Garment industry cluster 
is such that the success of products depends on quality design and innovation. There is 
still plenty of room for new entrants even though the Garment industry is fiercely 
competitive. However, it is not easy for new entrants to find success without industry 
experience given the intense competition. Mr VB explained that good capital investment 
does not ensure success. Industry experience, hard work and commitment are also 
required. Mr VB explained:       
 Every industry requires good experience, not just good 
investment. New entrants cannot easily survive without 
experience. I would like to repeat that ‗without good 
experience they cannot survive‘.     
Ms DR‘s perspective at DDN Company differed slightly:  
 There is not much competition in my natural fibre products, 
but there is in the whole Garment industry. We work 
comfortably. We are not a big organisation. But, my products 
are another choice in the Garment industry.   
The products made by DDN Company are unique and its major customers are foreigners 
primarily from the USA and European countries. These foreign customers seek natural, 
environmentally friendly products, which are not yet popular on the Thai market.  
Another important environmental factor is information intensity. Mr VB and Ms DR 
discussed their use of computers and the Internet to access information about industry 
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trends and markets. Their customers use the Internet to search for new products and the 
products they like. The following section discusses information intensity in the 
Petchkasem Textile and Garment industry cluster.   
8.4.3.2 Information intensity 
The Garment industry can be seen in every country. Each country has its own preferred 
styles and uses different materials. Developed countries always seek to decrease the cost 
of raw materials and labour by investing in developing and less developed countries 
(Wang et al. 2008). Through this foreign investment, host countries see opportunities for 
new markets and create a marketing channel between neighbouring countries (Rasiah 
2009; Wang et al. 2008). Information is necessary for both sides: the marketers and the 
customers. Marketers seek new markets while customers seek new products.  Hence, 
information must be available for both marketers and the customers. The businesses in 
the Petchkasem Textile and Garment industry cluster require information on industry 
trends and markets in order to develop and improve their products, in order to better 
respond to the market and meet customers‘ needs. Based on his extensive experience 
with using the Internet and telecommunication equipment, Mr VB observed: 
I use all telecommunication equipment to communicate within 
the organisation and outside. The Internet has been used for 
many purposes such as searching for information and finding 
new markets.     
Mr VB explained that as a technology oriented person he always updates the technology 
in his business, which includes his computers and the Internet.  
Ms DR discussed how she perceived the importance of IT, demonstrating her 
comprehensive understanding of information intensity in the current business climate:   
 Trends can be searched via the Internet. There is plenty of 
information and the needs of the customers can be studied 
from this source.   
The business owners in the Petchkasem Textile and Garment industry cluster seek ways 
to access information to improve and develop their products and meet the needs and 
demands of customers. IT is utilised in the participants‘ companies and the employees 
(no evidence of employees, information was only derived from discussion and 
explanation of the business owners) use IT to access sources of information.   
The next section discusses innovation in the Petchkasem Textile and Garment industry 
cluster, including both organisational and technological innovation.       
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8.5 Innovation in the Petchkasem Textile and 
Garment industry cluster 
The interviews with the business owners from the Petchkasem Textile and Garment 
industry cluster revealed that the two representative companies demonstrate both 
organisational and technological innovation. Organisational innovation can be classified 
into three areas: product innovation, service innovation and administrative innovation. 
Technological innovations can be seen in three areas: traditional technology, engineering 
technology and information technology. The next section discusses organisational 
innovation in the Petchkasem Textile and Garment industry cluster and covers product 
innovation, service innovation, and administrative innovation. 
8.5.1 Organisational innovation in the Petchkasem Textile 
and Garment industry cluster 
In this cluster, organisational innovation mainly takes the form of product innovation. 
Based on the interviews, administrative innovation and service innovation only play a 
small part in the Petchkasem Textile and Garment industry cluster. The details are 
explained in the following sections.   
8.5.1.1 Product innovation 
Products are developed based on the designs and ideas of the business owners 
themselves in the Petchkasem Textile and Garment industry cluster. Each owner tries to 
be innovative to differentiate their products from those of their competitors. Examples of 
some of the innovative products in the cluster include the moisturiser and UV protection 
that are added to the garments in GS Company. Another example is the use of raw 
materials, and efforts to reduce the cost of raw materials by using as much of the raw 
materials as possible. Mr VB described some of the innovations to come out of his 
company‘s research and development: 
 We did some research and even tried to fill the moisturiser 
and the softener so that the customers could add the 
moisturiser into their clothes themselves when they washed 
these clothes, but it has not worked yet.      
Product innovation can be seen in many forms in the Garment industry, such as design, 
colour, operational processes and product usage. Mr VB has focused on the use of 
products, while Ms DR has focused on product colours, use and design. Ms DR mixes 
colours for her garments using natural materials in order to obtain natural looking 
colours to differentiate her products from those of her competitors: 
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 We have many product innovations. We have tried to create 
products based on the local knowledge of villagers and 
combined this with my ideas and my designs.   
Thus, Ms DR has demonstrated her innovative ability and transformed her ideas and 
creativity into tangible products. The following section looks at service innovation. 
8.5.1.2 Service innovation 
In the Petchkasem Textile and Garment industry cluster companies interviewed, service 
is not a major focus. Products are created and sold to the customers, with little service 
provision offered. Both business owners tend not to create products en masse, and do 
not tend to keep an inventory for future orders. The emphasis is more on quality and 
design, rather than quantity to ensure that no unnecessary costs are incurred. These 
businesses create products according to the volume of orders received because they like 
to ensure the quality of their products rather than quantity. In addition, they aim to 
minimise costs and ensure that the products are sold to achieve zero inventories.   
8.5.1.3 Administrative innovation 
Administrative innovation receives little attention in the Petchkasem Textile and Garment 
industry cluster since these companies are run according to simple structures and 
processes. Mr VB and Ms DR both prefer to keep organisational matters as simple as 
possible and to maintain close working relationships with their employees. No specific 
system, process or administrative innovation was identified in this cluster during the 
interviews.   
The relationship amongst organisational innovations in the Petchkasem Textile and 
Garment industry cluster is explained below.  
8.5.1.4 Relationship within organisational innovation in the Petchkasem Textile 
and Garment industry cluster 
The nature of the Petchkasem Textile and Garment industry cluster companies is such 
that business owners concentrate on developing and improving their products. The 
owners of GS and DDN seek to differentiate their products from those of their 
competitors. Mr VB and Ms DR develop and improve their products based on their own 
ideas and creativity. Closed innovation (Chesbrough 2006) can be used to explain this 
scenario, whereby innovation is developed from outside an organisation and then applied 
within the organisation. 
Low levels of service development (a combination of service and administrative 
development) were found in this research because Petchkasem Textile and Garment 
businesses have a simple organisational structure and management process. These 
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business owners carefully design products to satisfy customers‘ needs; and the owners 
keep informed of customer behaviours and trends, which in turn informs future 
innovations. High levels of product innovation were seen in the Petchkasem Textile and 
Garment industry cluster. There was little evidence of administrative innovation in these 
companies because of their simple managerial processes and structures.  
The Petchkasem Textile and Garment industry cluster businesses demonstrate a low level 
of market offering (a combination of products and services) and service development 
because these companies place little importance on service provision. The size and 
characteristics of these companies mean that product innovation is the primary focus. 
Services could be developed at a later stage once the products are better established on 
the market and in customers‘ minds.      
Lastly, product development (a combination of products and administrative development) 
are at high levels in these companies as the owners are directly involved with product 
design and manufacturing. Thus, product standards and quality are also a primary 
concern. 
The following section presents a discussion on the types of technology used in the 
Petchkasem Textile and Garment industry cluster, and the importance of these 
technologies.  
8.5.2 Technology utilised in the Petchkasem Textile and 
Garment industry cluster 
The technology used in this cluster can be classified as traditional technology, 
engineering technology or information technology. Prior to discussing the details of each 
type, the Petchkasem Textile and Garment industry cluster owners offered their 
perspectives on technology in general.  
Mr VB explained that technology is important in his business even though GS prior 
utilised old-fashioned machines, as the business does not require modern technology. 
However, Mr VB uses modest types of machines. Realising that the technology for the 
Textile and Garment industry does not rapidly change unlike machines industries, Mr VB 
is satisfied with all of the machines he invested in is his business.  
Mr VB explained the benefits of technology for GS Company. In particular, he appreciates 
the life span of the machines utilised in his business.   
 We have used technology to create products. The current 
machines we have in our organisation have been utilised for 
more than ten years. I am currently looking for a new 
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machine to replace the existing one to increase the ability and 
capacity of productivity.   
Mr VB also discussed the need to minimise the costs of technology and that the machines 
required for this industry cluster are expensive so cannot be purchased often. Each 
machine demands a high level of monetary investment, requiring that the business 
owner carefully manage the business finances. 
 Technology is important in our organisation. The cost of 
technology is high and I have to think hard before making any 
purchase for any new machine because each machine is 
expensive.       
Mr VB also confirmed the importance of using a high standard of technology and 
machinery:   
 Good technology must support work processes more efficiently 
and effectively in terms of higher quality, accuracy, and 
decrease costs of production.     
Technology supports operational processes and thus drives the productivity and 
performance of the business. The following sections discuss in turn each type of 
technology used in this cluster. Technology was also in fact discussed in the DDN but 
they were explained in simplistically. Mrs DR only highlighted that: 
I am aware of the importance of technology and we use some 
technology in our organisation such as kilns machines, 
scissors, and sewing machines. They can support the 
production process efficiently.    
Mrs DR explained that machines utilised in this industry cluster were simple and they 
could be used for a long time. Some machines such as sewing machines were in 
households, especially in local households. When receiving extra orders, Mrs DR regularly 
pays overtime for employees to complete extra work from their home as well as hiring 
local people to complete the extra work.  
Each business owner in the Petchkasem Textile and Garment industry cluster utilises 
different types of technology and the following section discusses traditional technology in 
the Petchkasem Textile and Garment industry cluster. 
8.5.2.1 Traditional technology 
The Petchkasem Textile and Garment industry cluster demonstrates the full utilisation of 
traditional technology, with examples of such in both GS Company and DDN Company. 
Mr VB described the nature of traditional technology from his understanding: 
 Thai‘s have efficient traditional knowledge but they are mostly 
negligent. We mostly see many interesting ideas from China, 
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Japan and Korea. If Thai‘s are aware of this traditional 
knowledge, they can make good money from these products.  
Ms DR has a solid understanding of traditional technology in this industry cluster as she 
has often studied traditional Thai methods and indigenous knowledge of people from 
previous generations to improve her products. She explained that many ideas from the 
older generation can be adapted to improve, or create, new products. In particular, Ms 
DR extended the skills and knowledge of the Hmong (hill tribe villagers) as part of her 
product innovation:   
 This Kay Chong natural fibre has existed for a hundred years. 
They exist among the Hmong [northern hill tribe] community. 
We develop and extend our products based on their 
indigenous knowledge. 
The Hmong use their traditional knowledge to create products based on their natural 
surroundings. Ms DR emphasised that the manufacturing of these products is not highly 
dependent on technology. 
 We use old and traditional processes. We do not use modern 
technology.  
Ms DR further described the machines used in creating her products: 
 We use looms that are easily found as part of household 
equipment. We do not build our own machines for our 
business.   
The traditional technology found in the Petchkasem Textile and Garment industry cluster 
was traditional knowledge from the older generation. The indigenous knowledge from 
older generation was found to be invaluable and could be blended with new product 
designs to add value to the product in the Petchkasem Textile and Garment industry 
cluster.   
The following section describes the engineering technology used in the Petchkasem 
Textile and Garment industry cluster.   
8.5.2.2 Engineering technology 
Engineering technology in the Petchkasem Textile and Garment industry cluster is more 
like traditional machinery such as looms and sewing machines. Some organisations 
include hydraulic technology. GS Company is a medium-sized company, and uses 
technology that is more modern and commercialised than that of other companies. Mr VB 
explained: 
 We have used hydraulic machines and computers for more 
than ten years. We adopted technology and we could see from 
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our experiences that they have assisted our operational 
processes.   
Mr VB stated that a business can ensure whether machinery is appropriate for his 
organisation by observing demonstrations of the machines in operation and testing them 
before deciding to make a purchase:   
 We learn if a machine is good for us from the testing process. 
You never know unless you try. The machines are expensive, 
we do not purchase unless we test their performance.      
Ms DR explained that because DDN is quite small the company‘s machines are relatively 
simple, similar to machines found commonly in the household.  
The third type of technology is information technology (IT), which is utilised in the 
Petchkasem Textile and Garment industry cluster to support the work processes and 
operational processes of the businesses.  
8.5.2.3 Information technology 
In the Petchkasem Textile and Garment industry cluster, the two owners interviewed 
discussed how they use communication equipment to communicate within and between 
organisations, and the Internet to access information in relation to product development. 
Mr VB explained: 
 We have utilised a great deal of IT. I use a computer for our t-
shirt.   
Information Technology (IT) is not only used to communicate among people within and 
outside the organisation, but also to control the machinery to diminish the cost of 
operational processes. Mr VB stated that: 
 Using computers to control machines can help us to decrease 
large volumes of raw material costs.  
When selecting IT equipment for his organisation, Mr VB explained that he chose modern 
technology at the time he purchased when he started his business. Mr VB also explained 
that machines use for production in Textile and Garment industry and the IT equipments 
are different. Information Technology can change rapidly but the machines utilised in the 
Textile and Garment industry have long lifetime. Opting for modern technology increases 
expenses, but is necessary as technology advances and changes rapidly nowadays. 
Therefore, business owners must ensure the adequate capability of the technology when 
selecting technology for their organisations.  
 I always select IT equipment for three years. I have always 
planned that in three years time I will change both hardware 
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and software in order to achieve high productivity and 
performance of the IT equipment.      
Mr VB provided examples of the IT machinery and equipment utilised at GS Company. 
Some applications were suggested to decrease costs for the organisation, such as Skype 
for international calls. 
 We use all kinds of technologies such as email, scanner, 
camera, video, computers and the Internet. We use them for 
communication purposes. We also use Skype for our 
communication.   
Ms DR discussed DDN Company‘s use of IT including how she uses the Internet to locate 
information on future trends and in relation to new product development:   
 I use the Internet as the main source to learn information and 
seek new trends. There is plenty of knowledge out there. 
Some can be applicable to our products.   
Ms DR also discussed the purpose of using IT: 
 IT is not just an important factor for our organisation. IT 
provides a means of communication and we also use IT for our 
design, colours, patterns, and for our product structures. 
The importance of technology and relationship between the three types of technology 
used in the Petchkasem Textile and Garment industry cluster is discussed below. 
8.5.2.4 Relationship between technologies in the Petchkasem Textile and 
Garment industry cluster 
In regards to the relationship of the three types of technologies being used in the 
Petchkasem Textile and Garment industry cluster; there is high usage of traditional 
technology, moderate usage of engineering technology and moderate to low usage of 
information technology. Traditional technology is high in this cluster because the 
businesses in the Petchkasem Textile and Garment industry cluster are primarily focused 
on traditional operational processes such as creating products by hand and using 
indigenous knowledge to create products.  Engineering technologies such as tools and 
basic machines are utilised in these companies, but these machines were developed by 
previous generations yet are still being used in the present. 
The transformation of technology is moderate as machines utilised in this industry cluster 
are traditional machines with no changes in the models in the past ten to twenty years. 
Many traditional technologies are being used based on the indigenous knowledge of 
people from older generations. The level of technology development is only moderate 
because once the technology is purchased it is often used for the long term. The 
technology required for the Garment industry does not change rapidly. Knowledge 
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management is moderately low because IT is not fully utilised to manage the 
technological knowledge created in the Petchkasem Textile and Garment industry cluster. 
In addition, the businesses in this cluster keep their product knowledge secret from other 
companies. Technology development is not required mainly because the industry cluster 
itself does not grow rapidly. However, knowledge management is required to contribute 
to future innovation and the development of new products. 
The following section discusses the business competencies and value creation in the 
Petchkasem Textile and Garment industry cluster companies. Business competencies and 
value creation are derived from the organisational innovation and technology used in the 
Petchkasem Textile and Garment industry cluster.  
8.6 Improved business competencies and value 
creation in the Petchkasem Textile and Garment 
industry cluster  
The different forms of organisational innovation—service, product and administrative 
innovation—receive varying degrees of attention in the Petchkasem cluster. The owners 
of these businesses focus primarily on product innovation. Therefore, the organisational 
focus on products is at a high level and the organisational focus on service and 
administrative innovations is at a low level.  
Based on the discussion of organisational innovation in the Petchkasem Textile and 
Garment industry cluster companies, market offering was found to be moderate, service 
development low and administrative development low.  
The use of traditional technology was found to be high in this cluster. These businesses 
rely heavily on the knowledge of local people from the older generation, upon which they 
base much of their innovation to create new products. The use of engineering technology 
is moderate as the machinery, equipment and high-level technological tools are only 
partially used. Information technology is utilised to a moderate degree as it is used only 
for some limited purposes, such as to support operational processes.  
The importance of these types of technology demonstrates the emergence of 
technological innovation in the Petchkasem Textile and Garment industry cluster.  The 
three technological innovations that emerge from the three types of technology are 
knowledge management, technology development and the transformation of technology. 
The Petchkasem cluster uses the transformation of technology to a moderate degree, 
knowledge management at a low level and technology development at a low level.  
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The levels of organisational innovation and technological innovation outlined above 
represent how the businesses in the Petchkasem Textile and Garment industry cluster 
improved their performance. The business owners in this cluster also considered how 
performance levels in their organisation increase as innovation development. This will be 
discussed in the next section. 
8.7 Performance in the Petchkasem Textile and 
Garment industry cluster 
Several performance issues were discussed by the business owners in the Petchkasem 
cluster, includes the need for higher levels of product quality, to improve designs and 
innovations, and to maintain a profit level. The results of higher performance found in 
the Petchkasem Textile and Garment industry cluster are clearly led to higher product 
quality, an increase in the number of orders and an increase in product innovation. On 
this subject, Mr VB explained: 
 The annual sales of my organisation are approximately two 
million US dollars. Sales have been in the same range over 
the last ten years.   
Mr VB also explained that even though GS had the capacity to create products suitable 
for the world market, some uncontrollable factors obstruct the trade from Thailand to 
other countries: 
 Our profit level decreased in the past couple of years due to 
the Thai political problems as well as the instability of the 
world economy.       
To be able to achieve the expected level of performance, Mr VB described how the 
technology used must be ‗appropriately‘ used. Mr VB clarified that the term ‗appropriate‘ 
does not refer only to the most expensive machinery, but might also refer to the capacity 
of machines, the ability to control the quality of the products and to diminish costs when 
utilising the machines: 
 Appropriate technology has to be a concern in an organisation. 
I use the term ‗appropriate‘ because some modern 
technologies are not always the right technology for some 
organisations. 
Mr VB provided an example to support this point: 
 For example, you cannot drive a nice sporty car like a Ferrari 
in Bangkok because the traffic and type of streets in Bangkok 
is not built for sport cars. Your sport cars could get damaged 
easily [Mr VB implied that some technology available in the 
industry might not be well appropriate with the infrastructure 
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of the business. The business owners had to choose 
appropriate machines for their business].  
Furthermore, advanced technology can be costly to maintain and repair, potentially. 
Companies might also have to halt the operational process to wait for replacement parts 
or until the technician has fixed the machine:   
 The owner needs great experience [to manage the business 
and operate the machines]. The important factors [for the 
selection of machines to use in the organisation] are the price 
of the machines, quality and the country of origin that the 
machines are manufactured. The owner has to be aware of 
the length of time that they really need the machines for: 
either the short term or long term.     
Mr VB added that the performance of GS Company depends also on organisational 
factors:  
 Our business can survive in the industry because we have 
good team management, good organisational culture, good 
money circulation, and a unique market.     
Ms DR agreed with Mr VB with regard to the contribution of technological factors: 
 Technology helps us improve efficiency, meet the 
requirements of the customers, increase quality and 
standards, and increase accuracy.   
Although Ms DR does not utilise a great deal of big or advanced machinery in her 
organisation, she realises the importance of machinery and technology for her 
organisation‘s performance. This chapter of the Petchkasem Textile and Garment 
industry cluster provides knowledge and enhances our understanding of innovation and 
business competencies of the Petchkasem Textile and Garment industry cluster that 
other similar businesses in the industry might seek to develop and improve their 
performance and value creation in their businesses. The following section is a summary 
of the Petchkasem Textile and Garment industry cluster relating to the OTE framework. 
8.8 Summary of the Petchkasem Textile and 
Garment industry cluster relating to the OTE 
framework 
Overall, the findings clearly demonstrate the importance of organisational, technological 
and environmental factors in the Petchkasem Textile and Garment industry cluster. While 
OTE has a strong theoretical foundation in the private sector, it can also be applied within 
the Petchkasem Textile and Garment industry cluster in Thailand.  
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Table 8-1 presents a summary of the organisational factors in the Petchkasem Textile 
and Garment industry cluster, which also informs how each organisational factor 
contributes to the perception of successful innovation implementation in the Petchkasem 
Textile and Garment industry cluster in Thailand. 
Table 8-1: A summary of organisational factors in the Petchkasem Textile and Garment industry cluster in 
Thailand 
Organisational factors Description 
Size  Moderate: less than 100 employees at both companies. 
Culture  External training by sending senior employees then other 
employees subsequently at both companies. 
 Two-way communication used at both companies. 
 An environment of trust is created at both companies. 
 Elimination of ‗office politics‘ in the organisation at both 
companies. 
Management style and organisational 
structure 
 Basic style and structure at both companies. 
Innovation capability  Innovation capability can be derived from employees, owner 
and organisation at both companies. 
 
Discussion of the organisational factors in the Petchkasem Textile and Garment industry 
cluster revealed that the size of the business should be no larger than 100 people, as this 
is an optimum number of employees for this industry cluster. This is because business 
owners could operate their businesses efficiently at this size. The organisational culture 
in this cluster includes training systems, two-way communication flows, building an 
environment of trust, and eliminating ‗office politics‘. Both participants agreed that the 
management style and organisational structure must be simple. Complex structures 
could create misunderstanding and unnecessary complications. Lastly, innovation 
capability in these organisations was based on the feedback of the customers, the 
creativity of both the business owner and the employees, and innovation developed 
across the organisation as a whole.   
Table 8-2 below outlines the technological factors in the Petchkasem Textile and Garment 
industry cluster in Thailand, which also informs how each technological factor contributes 
to the perception of successful innovation implementation in the Petchkasem Textile and 
Garment industry cluster in Thailand. 
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Table 8-2: A summary of technological factors in the Petchkasem Textile and Garment industry cluster in 
Thailand 
Technological factors Description 
Relative advantage  Machines work well and are easy to use at both companies. 
Design and engineering  Limited in choice of type of machines due to a limitation of 
technology at both companies. 
 Select machines from reputable manufacturers at both 
companies. 
 Select technology that is well suited for the purposes of the 
business at both companies. 
Compatibility  The technology is practical for all employees at both 
companies. 
 Facilitates the work process at both companies. 
Capacity of machines  Utilised at full capacity at both companies. 
 
The traditional technologies used in this cluster involve the indigenous knowledge of 
employees from previous generations—for example, concerning the dying process. The 
engineering technology used consists of sewing machines, while the IT as adopted 
includes computers, telephones and facsimile machines. Each type of technology utilised 
in the Petchkasem cluster is related with the factors of relative advantage, design and 
engineering, compatibility, and machine capacity. The relative advantage of the 
technology used in this cluster is simply that it works well and is easy to use.  
The machinery used is designed to be functional in the long term, and all of the machines 
are regularly serviced. The machines are used at full capacity in order to be utilised at 
the highest capacity levels. 
Table 8-3 below outlines the environmental factors in the Petchkasem Textile and 
Garment industry cluster. 
Table 8-3: A summary of environmental factors in the Petchkasem Textile and Garment industry cluster in 
Thailand 
Environmental factors Description 
Competition intensity  High levels of competition from both local (domestic) and 
international competitors 
Information intensity  High levels of information intensity 
 
Each company in the Petchkasem Textile and Garment industry cluster is characterised 
by distinct features, such as the Kay Chong clothing products of DDN Company and the 
moisturised clothing products of GS Company. The demand for such natural clothing 
products emerged from the growing concern for the environment around the world. 
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Businesses in the Petchkasem Textile and Garment industry cluster have become 
increasingly aware of the fierce competition in the industry, from both domestic and 
international competitors, such as companies from China who can operate at lower costs. 
Developed countries such as the United States of America, the United Kingdom and 
Japan have shifted their investments into developing and less-developed countries such 
as Thailand, Vietnam, Laos, Indonesia, Sri Lanka, India and Bangladesh to decrease their 
costs. Developed countries are thus intensifying the competition in countries like Thailand 
by moving part or all of their production to less-developed countries. The main focus of 
the Petchkasem Textile and Garment industry cluster has become medium to high quality 
and medium to high fashion production, for both export and domestic niche markets, to 
compete with their rivals in the industry. 
The companies in the Petchkasem Textile and Garment industry cluster use IT 
infrastructure such as computers, the Internet, facsimile machines, and telephones for 
communication both internally and externally. IT is used to search the Internet for 
information related to products, business, the industry, the market and competitors. This 
information helps each organisation improve their products and better compete on the 
market. Since such information is widely available, any company can access and utilise 
the same information, yet each company has a different capacity to do so.  
The findings of this study lend support to view that organisational, technological and 
environmental factors all impact on the performance of the businesses in the Petchkasem 
Textile and Garment industry cluster.  
8.8.1 Relationship of organisational factors with types of 
technology in the Petchkasem Textile and Garment industry 
cluster 
The organisational factors are all interrelated, and include organisational culture, the size 
of the organisation, management style, organisational structure, and innovation 
capability.   
The businesses in the Petchkasem Textile and Garment industry cluster utilise 
engineering technologies, traditional knowledge and information technology. Information 
technology is partially used to control engineering technology in turn to control the 
quality and standards of the products. Information technology is used for information 
searches concerning the industry, product trends, marketing trends, product technology, 
and new design development. The relationships among the types of technology are 
further explained in section 8.4. 
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In conclusion, the discussion of the Petchkasem Textile and Garment industry cluster 
companies provides extensive knowledge on innovation and business competencies. In 
focusing on the details of improved business competency and value creation, the 
businesses in the Petchkasem Textile and Garment industry cluster can enhance the 
implementation of innovation and their organisational performance. 
The following chapter compares and discusses the finding amongst all five clusters and 
provides a discussion for this research. 
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Chapter 9  
DISCUSSION     
9.1 Introduction 
This chapter summarises the analysis and describes the factors that contribute to the 
perceptions of successful implementation of innovation leading to improved business 
performance in Thai SMEs. Specifically, the focus of the discussion is on the 
organisational context, the technological context, and the environmental context and its 
implications on performance. The conceptual framework for this study was developed on 
the basis of previous studies drawn from the literature, with the aim of seeking to 
identify the factors that can contribute to the perception of successful implementation of 
innovation leading to improved business performance in Thai SMEs in various industries.     
This chapter summarises the study and its findings amongst the five clusters. The 
chapter summarises the analysis undertaken and suggests some dominant themes that 
emerged from the findings, which highlight and support the propositions presented in 
Chapter 2. The chapter then presents an analysis of the factors that contribute to 
successful innovation leading to business performance, within the three contexts outlined 
above, and as revealed through the interviews.   
9.2 Organisational innovation in Thai SMEs 
The literature argues that an organisation emerges from the formation of at least two 
people with objective(s) to perform towards the achievement of certain goals (Robbins & 
Coulter 2007). A small to medium enterprise (SME) is one type of organisation that 
includes a business owner and employee(s) and which conducts business to generate a 
profit. The size of the organisation is crucial and should be at the optimum size for the 
nature of the business as it differentiates small from medium and large organisations. In 
a small or medium sized business, a business owner could have a good span of control 
and operate their business efficiently as well as work closely with employees to be able to 
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control the quality of products. More importantly, the small and medium sized businesses 
have more flexibility than large corporations because large corporations tend to require 
more working process, which is more complex (Maria et al. 2007; Zhu et al. 2003). In 
the case of the Thai SMEs in this study, this optimum size should not exceed more than 
100 people in order to avoid conflict within the organisation and problems related to 
government regulations, where organisations with more than 100 employees have to 
send their employees for practical training organised by Thai Government Training 
Centres regionally.   
Organisational innovations can be classified as: product innovation, service innovation, or 
administrative innovation (Oke 2007). Product innovation was the major focus of all five 
of the industry clusters in the Thai SMEs in this study, which are: the Parawood, Car 
Materials, First Craft Bangkok, Leather, and Petchkasem Textile and Garment industry 
clusters. All of the clusters examined in this research were highly focused on their 
products, seeking ways to diminish costs, maintain and improve product standards and 
quality, and increase capacity levels. The Parawood industry cluster sought ways to 
obtain the best machines for their operational processes, to maintain product quality, and 
to minimise the cost of raw materials and labour (Chapter 4.5.1.1). The Car Materials 
industry cluster sought ways to maintain the quality of the machines utilised, reduce the 
cost of materials and labour, and maintain product quality (Chapter 5.5.1.1). The First 
Craft Bangkok industry cluster sought ways to maximise capacity and maintain the 
quality of machines utilised, increase product quality and seek new product development 
opportunities (Chapter 6.5.1.1). The Leather industry cluster sought ways to reduce 
costs, obtain good-quality materials, and develop new designs to offer customers 
(Chapter 7.5.1.1). Lastly, the Petchkasem Textile and Garment industry cluster sought 
ways to utilise their machines at the highest capacity level, to maintain the quality of the 
machines utilised, minimise the cost of materials and labour, and seek new product 
designs to offer the market (Chapter 8.5.1.1). 
As identified in Chapter 2.3.1.1, product innovation refers to new products with a closer 
fit to firm competences or an extent to a result that introduces products featuring more 
differentiated characteristics to the market (Danneels 2002; Salavou & Avlonitis 2008). 
New products that can achieve or gain performance rewards by customers constantly 
calling for unique benefits and superior value are also considered to be product 
innovation (Salavou & Avlonitis 2008).  
Furthermore, product innovation was classified into four types, which are: product-line 
extensions, product improvements, new products for the current market served, and new 
products for an established market (Danneels 2002; Salavou & Avlonitis 2008). These 
definitions of product innovation were used in this research to explain product 
innovations in each business in the five industry clusters. For product innovation in this 
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research, the businesses in the Parawood industry cluster had all forms of product 
innovation, which includes product-line extensions, product improvements, new products 
for the current market served, and new products for an established market (Chapter 
4.5.1.1). In the Car Materials industry cluster, product innovation covers product-line 
extension and product improvements (Chapter 5.5.1.1). The businesses in the Car 
Materials industry cluster already had product designs from the customers. Therefore, 
the businesses in the Car Materials industry cluster only had their major focus on 
product-line extension and product improvements. In the First Craft Bangkok industry 
cluster, the Leather industry cluster, and the Petchkasem Textile and Garment industry 
cluster, businesses have had all four categories of product innovation, product-line 
extensions, product improvements, new products for the current market served, and new 
products for an established market (Chapter 6.5.1.1, Chapter 7.5.1.1 and in Chapter 
8.5.1.1 respectively). 
Service innovation was not a major focus for the Thai SMEs, except for the larger 
organisations such as businesses in the Parawood industry cluster (Chapter 4.5.1.2) and 
the Car Materials industry cluster (Chapter 5.5.1.2), which had big investments and had 
to create products in bulk. Their production scales were large and they had to deal with 
larger markets: both locally and internationally. Thus for these companies, services such 
as warrantees would have to be offered alongside the products. However, the First Craft 
Bangkok industry cluster (Chapter 6.5.1.2), the Leather industry cluster (Chapter 
7.5.1.2) and the Petchkasem Textile and Garment industry cluster (Chapter 8.5.1.2) 
have smaller sized organisations and the number of product volumes they produce, 
according to the orders they receive from the customers. As such, the smaller 
organisations did not focus on service innovation. 
As discussed in Chapter 2.3.1.2, service innovation was defined as the activities that 
covered the needs of the customer and the design of the service; and the activities for 
which revisions to existing products or services, adaptations of an existing product or 
service to meet specific customers, and adaptation of existing products or services are 
made to meet or serve new markets (Edvardsson & Olsson 1996; Oke 2007). To 
summarise, the businesses that create a large volume of products have to focus on 
service innovation in order to satisfy and to maintain good relationships with customers 
such as in the Parawood industry cluster (Chapter 4.5.1.2) and in the Car Materials 
industry cluster (Chapter 5.5.1.2) (Hull & Tidd 2003; Peter 2003; Sukhvir  & Tore 2008). 
Administrative innovation was only evident in the larger organisations, such as in the 
Parawood industry cluster (Chapter 4.5.1.3) and car material cluster (Chapter 5.5.1.3), 
which required appropriate administrative systems that could manage large numbers of 
employees. To manage large numbers of employees, an organisation must develop 
appropriate rules, regulations and organisational cultures for employees to follow. 
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Administrative innovation in the Car Materials and Parawood businesses was developed 
through the use of information technology to facilitate administrative and communication 
processes, which in turn were used to drive the employees to participate fully in, and 
collaborate on, their work activities, and to contribute to organisational innovation by 
developing their own ideas and creativity. Smaller organisations were found to have far 
more informal administrative systems, such as the businesses in the First Craft Bangkok 
industry cluster (Chapter 6.5.1.3), the Leather industry cluster (Chapter 7.5.1.3), and 
the Petchkasem Textile and Garment industry cluster (Chapter 8.5.1.3) because the 
business owners have a close relationship with their employees as their employees are 
treated like family members. Work was simply allocated directly from the business 
owners and the employees shared their workload in the organisations.  
As identified in Chapter 2.3.1.3, administrative or process innovation refers to creating or 
improving methods of production service administrative operation (Oke et al. 2007). To 
improve process innovation, an organisation should focus on problem solving in the 
innovation process (Kavoos 2007; Shone 1985), invest in new machinery or computers, 
and encourage leadership and team support in their business operations (Kavoos 2007; 
Nieto 2004; Shone 1985). Larger organisations such as businesses in the Parawood 
industry cluster (Chapter 4.5.1.3) and the Car Material clusters (Chapter 5.5.1.3) were 
dominated by administrative or process innovation. They also emphasised on improving 
the administrative process such as focusing on problem solving in the innovation process, 
investing in new machinery or computers, and encouraging leadership and team support 
in their business operations. Other businesses in the First Craft Bangkok industry cluster 
(Chapter 6.5.1.3), the Leather industry cluster (Chapter 7.5.1.3), and the Petchkasem 
Textile and Garment industry cluster (Chapter 8.5.1.3) were not concerned with process 
innovation because the size of the organisations was small and the business owner could 
work closely with his or her employees. Therefore, they rated administrative or process 
innovation as low. 
As was evident from the interviews, the major form of organisational innovation that 
emerged from the organisational context was product development. The level of product 
development was high among the interviewed Thai SMEs because they typically focus on 
products rather than services or a combination of products and services. In line with the 
nature of these Thai SMEs, the majority are production businesses, as highlighted by the 
Director of Industry Cluster Development in Bangkok, Thailand. This finding thus 
supports the information derived from the Director of Thai Industry Cluster Development 
that the production businesses are typically in the small and medium sized organisations 
in Thailand. Each of the business owners interviewed across the range of clusters and 
industries emphasised that product development is of vital importance in operating their 
business. They must continually improve their products, create new designs, and even 
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create new products to respond to the needs of customers such as PWD Co. Ltd in the 
Parawood industry cluster (Chapter 4.6), GG Co. Ltd in the Leather industry cluster 
(Chapter 7.6), and GS Company and DDN Company in the Petchkasem Textile and 
Garment industry cluster (Chapter 8.6).   
The second form of organisational innovation considered relevant to the organisational 
context was service development. Overall, service provision and development was low 
because these businesses concentrate mostly on their products. In general, the number 
of employees was low and the size of the organisation was small. Therefore, the majority 
of these SMEs were not yet ready to have a major focus on services such as FC Company 
in the First Craft Bangkok industry cluster (Chapter 5.6) and GG Co. Ltd in the Leather 
industry cluster (Chapter 7.6).   
Lastly, the third area of organisational innovation discussed by Kotler (2008) was market 
offering, which is a combination of products and services. The level of market offering 
was moderate across most of these businesses, as some companies offer services related 
to, for example, communication processes and warrantees, to build customer 
relationships and improve their business profile such as PWD Co. Ltd in the Parawood 
industry cluster (Chapter 4.6), and B Manufacturing, T Manufacturing and A 
Manufacturing in the Car Materials industry cluster (Chapter 5.6).          
The key findings from this research are the organisational factors that are confirmed to 
be important and can contribute to the perception of successful implementation of 
innovation leading to improved business performance in the Thai small and medium sized 
organisations, which are: the size of the organisation, culture, organisational structure, 
and innovation capability as identified in this research. According to the organisational 
factors from the literature (Chapter 2.5.1) in comparison with the businesses in the five 
clusters, different organisations face different innovation opportunities. Organisational 
innovation in each organisation in the five clusters was exploited depending upon the 
degree of match between the innovation characteristics and the processes that are 
managed within the organisation (Hackney et al. 2006).   
9.2.2 Technological innovation in Thai SMEs 
The Thai SMEs explored in this study have adopted a range of technologies that fall 
under three main categories: traditional technology, engineering technology and 
information technology. Each business has different needs in terms of technology, and 
most use multiple forms of technology. All participants in this research use traditional 
technology as their major technology in association with engineering technology. For 
example, Leather industry cluster businesses apply the operational process knowledge of 
people from older generations to the company‘s designs by the business owners and 
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adjust them according to customers‘ changing requirements. All of the Leather products 
are handmade so basic tools such as knives and scissors are used in the cutting process. 
No manufacturing machinery is used in the Leather product businesses to create finished 
leather products except for the Leather tanning companies, which require complex 
machinery for the tanning process.   
The businesses in the Parawood industry cluster, Car Material industry cluster, First Craft 
Bangkok industry cluster and Petchkasem Textile and Garment industry cluster use 
complex machinery in their operational processes, where employees require good levels 
of knowledge and skills to operate the machines. Foreign machinery suppliers have 
participated in training staff from local businesses engaged in the Parawood industry 
cluster, the Car Materials industry cluster, the First Craft Bangkok industry cluster, and 
the Petchkasem Textile and Garment industry cluster leading to product quality 
improvements, minimising costs, increasing productivity levels, and diminishing wastes.  
Thong and Yap (1996) studied the relative importance of top management support and 
external IS expertise on IS effectiveness in 114 small businesses and claimed that top 
management support is a key recurrent factor critical for effective information systems 
implementation. The role of external IS expertise, in the form of consultants and 
vendors, in small business IS implementations due to the unique characteristics of small 
businesses is also crucial in order to support small and medium sized enterprises to 
operate their businesses. However, most of the organisations in this study utilise all 
three types of technology: traditional technology, engineering technology, and 
information technology (Maranto-Vargas & Gómez-Tagle Rangel 2007; Thong & Yap 
1996) to ensure that their business operates efficiently and to be able to compete with 
their competitors more efficiently. The utilisation of traditional technology, engineering 
technology, and information technology contributes to our understanding of how each 
business and the capabilities of each technology could enhance their business operations, 
providing sources of competitive advantage for their business, in order to improve their 
business performance (Maranto-Vargas & Gómez-Tagle Rangel 2007). The improvements 
in business performance can also be observed in all five clusters as seen in the Parawood 
industry cluster (Chapter 4.7), the Car Materials industry cluster (Chapter 5.7), the First 
Craft Bangkok industry cluster (Chapter 6.7), the Leather industry cluster in Chapter 7.7, 
and the Petchkasem Textile and Garment (Chapter 8.7). 
According to Damanpour (1992), organisations need to manage the development and 
adoption of innovations successfully over time in order to survive, compete and prosper 
in today‘s technological, social, and commercial environment. Hence, each business 
owner perceives these technologies as well suited to the size, investment level and 
management style of their organisation (Damanpour 1992; Wischnevsky & Damanpour 
2005). Wischnevsky and Damanpour (2005) suggest that the size of the organisation 
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strongly influences organisational structure and processes, and size change implies 
change in the organisation‘s structural complexity. Technology could assist the business 
operational processes to minimise the complexity in the organisation (Haines & Sharif 
2006). Therefore, the size of an organisation as discussed by Damanpour (1992) has a 
relationship with technology and innovation as also discussed in Thong and Yap (1996) 
and Thong (1999) who identify that certain CEO characteristics (innovativeness and level 
of information system knowledge), innovation characteristics (relative advantage, 
compatibility, and complexity of information system), and organisational characteristics 
(business size and level of employees' information system knowledge) are more likely to 
adopt information systems.  
Based on theories from the technological innovation literature (Thong 1999), the size of 
the organisation and technology were related to one another because organisations of 
different sizes have different levels of investment and the business owners pursue 
different types of technologies because they have different management styles. The size 
of an organisation has a direct relationship with a business owner‘s investment. For 
example, larger-sized organisations tend to have more investment in their business. 
When using more investment in the business, each business owner tends to seek more 
innovation to differentiate their products and services from their competitors. The 
organisational innovation pertains to all parts of the organisation and to all aspects of its 
operation. Moreover, the adoption of technology and innovation is conceived to 
encompass the initiation, development, and implementation of new ideas or behaviors 
within the organisation (Damanpour 1992; Wischnevsky & Damanpour 2005).  
Even though some organisations are aware of the importance of utilising technology, 
they might not be able to utilise all types of technology because of financial constraints. 
Many organisations, however, are willing to utilise technology as much as they can and, 
if possible, they would like to use all types of technology. For example, GG Company, 
which is a small company in the Leather industry cluster, utilise all types of technologies 
in their organisation. That is, they use indigenous knowledge from people in the previous 
generation for their Leather product stitching process; use tools and equipment such as 
knives and scissors for the cutting process, and use IT such as computers and the 
Internet to find new designs and search for information on new markets to sell their 
products to new customers. GG Company had a low capital investment so that the 
business owner could minimise the cost and increase the quality of products to 
differentiate their products against their competitors. Even though they do not have high 
investment in their organisation, they would like to use all types of technology because 
they admitted that technology could help them increase the production capacity level, 
minimise costs, and improve product quality. 
Each business owner uses indigenous technology or traditional knowledge such as 
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patterns and designs for their Leather products; sewing machines, knives and scissors as 
engineering technology; and computers for information searches and for communication 
processes. The indigenous knowledge that each business owner use in their business led 
to their competitive advantage, developed their skills, improved their products, and 
enhanced their business performance. Therefore, the traditional knowledge in these five 
industry clusters could add value to the business, particularly to small sized 
organisations, and enhance business performance, to become the business competency 
of the business.     
Engineering technologies are utilised in the interviewed Thai SMEs, and need to be 
adaptable—in terms of the replacement of parts and materials and for employees to fix 
the machines by themselves when machines require basic maintenance to minimise 
business operational costs and enhance employees‘ knowledge and skills. Research and 
Development plays a significant role in the Parawood industry cluster, as each business 
in the Parawood industry cluster was a medium-sized organisation and seeks to find their 
own ways to minimise operational costs. Other industry clusters such as the Leather and 
the First Craft Bangkok industry clusters did not require an official research and 
development team as many of them utilised commercial machines that were produced 
for each particular industry. For example, medium-large sized organisations such as the 
Car Materials industry cluster employed standard machines that are sold by 
manufacturing suppliers from Germany and Japan. The businesses in the First Craft 
Bangkok industry cluster, the Leather industry cluster and the Petchkasem Textile and 
Garment industry cluster employed standard machines that are sold by manufacturing 
suppliers as well. The cost to invent their own machines in the Petchkasem Textile and 
Garment industry cluster was high and the research and development process to develop 
or invent their own machines could be a large investment. In addition, they did not have 
an engineering background and they were not able to invent their own machines to 
reduce costs. Innovation is demonstrated in all of the case study companies through the 
invention of new machines for operation in manufacturing such as the invention of their 
own machines utilising car technology in PWD Co., Ltd. in the Parawood industry cluster. 
Thus, innovation is seen through the impact on business performance at PWD Co., Ltd. 
as described in Chapter 4.7. The results of the business performance in the PWD Co., 
Ltd. were an increase in productivity level, improvements in production quality, and a 
decrease in overall operational costs.      
In the Parawood industry cluster, complex machines are used to enable faster completion 
of operational processes. Some organisations use standard machines that are sold by 
manufacturing suppliers, while others with many years of experience in the industry have 
created their own machines based on car technology in order to minimise the cost of 
machinery. Car technology has been used as a model to build new technology because 
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Original Equipment Manufacturing (OEM) Car Materials and parts are produced and 
manufactured in Thailand. Thus, such materials and parts can be found domestically, 
whereas the materials and parts for standard machines may need to be imported from 
abroad, which may cost more and take longer. The machine inventions at PWD Co., Ltd. 
in the Parawood industry cluster had an impact on innovation, which led to a business 
competency for the company. Adoption of technology as an innovation could then lead 
them to achieve a high business performance level and profit.  
Companies in the Car Materials industry cluster use hands-on technical skills that enable 
the businesses to solve their own production, operation and system implementation 
problems. Two types of engineering technology have been introduced: technologies that 
help support existing technology in the company, and existing technologies that have 
been redesigned and adjusted to improve capacity and efficiency. These engineering 
technologies are in the form of manufacturing machines that create OEM products, many 
of which are controlled by computerised systems and impact on innovation and business 
competency, which enabled them to differentiate their products and services from their 
competitors and increase their business performance level.   
In the First Craft Bangkok industry cluster, business owners use machinery that is based 
on simple technology, and which functions at a lower process technology intensity. This 
process technology consists of machinery and equipment; layouts; and inventory and 
operational control processes. Comments gathered during the interviews revealed that 
the employees could purchase second-hand machinery at a low cost from the business, 
such as looms, weaving machines and sewing machines, for use at home to take on 
extra work. Traditional technology was used at a high level and machines utilised in the 
First Craft Bangkok industry cluster were basic machines. The technological innovation 
was low and was not really significant in the First Craft Bangkok industry cluster. 
Traditional technology and engineering technology were used and could be considered as 
a partial business competency of the First Craft Bangkok industry cluster and leads to 
increased business performance, resulting in a decrease in operational costs and an 
increase in the level of product innovation.     
In the Leather industry cluster, the Leather supplies and Leather tanning supply 
companies use Leather tanning machines; and the  Leather product businesses use basic 
tools and equipment such as pins, cutters, hammers and scissors. Both types of business 
in the Leather industry cluster also use basic engineering machinery in their operational 
processes. Given the small size of these organisations, they could operate efficiently and 
effectively and produce good quality products. Basic tools and equipment were used as 
engineering machinery in the Leather industry cluster. These tools and equipment had an 
impact on innovation in utilising tools and machines more efficiently, leading to a 
business competency and increased business performance, resulting in a decrease in 
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operational costs and an increase in the level of product innovation in the Leather 
industry cluster.     
In the Petchkasem Textile and Garment industry cluster, the participants indicated that 
the major types of machinery used are looms, weaving machines, sewing machines, and 
cutting equipment such as knives and scissors. These machines and equipment are 
traditional forms of technology, which are environmentally friendly and have been widely 
used up to the present. These businesses invest in basic machinery (non-automatic 
machinery), or in machinery and equipment modifications, to decrease the cost of 
investment and thereby better control their budgets. The machines were utilised in the 
Petchkasem Textile and Garment industry cluster, even though were basic, they were 
utilised at full capacity to minimise the cost of investment in new machines. However, 
the machines utilised in the Petchkasem Textile and Garment industry cluster had a work 
life span. The machines would then be sold to employees at a cheaper price and the 
employee could still use the machines for another ten years as a household machine and 
receive orders to earn additional income for the family. The machines used in the 
Petchkasem Textile and Garment were a positive impact on innovation, contributing to a 
business competency to the businesses in the Petchkasem Textile and Garment industry 
cluster, resulting in a decrease in operational costs and an increase in the level of 
product innovation in the Petchkasem Textile and Garment industry cluster. 
In addition, information technology (IT) systems involve knowledge sharing processes 
(Heejun et al. 2004) and operational control systems and were used in the case study 
companies in this research. The findings revealed that IT is utilised in all of these 
organisations, such as computers and the Internet. The Internet offers direct links with 
customers, suppliers and distributors. It also facilitates transactions, the marketing of 
products without the need for face-to-face contact with customers, management and 
operational processes, and information transfer (Kula & Tatoglu 2003). Kula and Tatoglu 
(2003) investigated the nature and extent of the Internet use and the role of firm- and 
industry-specific factors affecting the Internet adoption by SMEs in an emerging market 
economy in Turkey. They found that Internet applications with the largest frequency of 
use were principally concerned with external communication and gathering information 
for market and product research. The Thai SMEs had positive experience regarding the 
Internet use and fully utilised them. They used the Internet for searching information and 
sending email and admitted that the Internet was useful. 
Walters and Lancaster (1999) examined the concept of value and information in terms of 
management. They discussed the changes in information technology, changes in the 
marketplace and the impact of the factors on marketers. They found that value-based 
marketing and the utilisation of information were useful to customers, as well as meeting 
customers‘ needs, and related to corporate and product credibility. Therefore, 
[250] 
 
 
information obtained from the Internet can also enable SMEs to improve existing 
products and develop new products and services to offer current and prospective 
customers (Walters & Lancaster 1999).  
Temtime et al. (2003) investigated the relationship between Total Quality Management 
(TQM), planning behaviour and firm size by reviewing existing literature and collecting 
primary data from 54 SMEs in the Republic of Botswana. They found that the majority of 
SMEs understood the importance of both TQM and planning activities for their survival 
and growth. Although the use of information technology among SMEs varied depending 
on the type, size and nature of their business and industry, the majority of participants 
use computers and basic software to assist with managerial decision-making and 
strategic planning (Temtime et al. 2003). As the businesses in each case study aimed to 
increase the size of their organisation from small to medium, and as the small and 
medium sized organisations moved from operational to strategic planning, they attached 
a greater degree of importance to TQM practices in their business organisations. Each 
business owner aimed to improve various quality improvements; such as quality of 
products, and production and operational processes. They learned that IT was helpful for 
their business. In any organisation where IT is used, this was typically the Internet which 
was utilised for communication purposes and searching for information, as addressed by 
Kula and Tatoglu (2003) and Walters and Lancaster (1999). As a result, management 
and operational processes can be more efficiently managed, information can be easily 
transferred, and the utilisation of IT assists the business owners to manage their 
decision-making and strategic planning more efficiently.   
Basic applications that support information technology systems are utilised in all of the 
organisations examined in this research as described in the Parawood industry cluster 
(Chapter 4.5.2.3), the Car Materials industry cluster (Chapter 5.4.2.3), the First Craft 
Bangkok industry cluster in Chapter (6.5.2.3), the Leather industry cluster (Chapter 
7.5.2.3) and the Petchkasem Textile and Garment (Chapter 8.5.2.3). Some more 
complicated applications or specific applications are used in some of the organisations 
that require more advanced and sophisticated machinery, such as machines that are 
controlled by computerised systems in the Car Materials industry cluster (Chapter 
5.5.2.3). Basic telecommunication devices are also in use, such as telephones and 
facsimile machines. According to the research findings, most of these companies prefer 
technology that is not complex so long as it facilitates good performance levels and offers 
employees adequate control over their tasks. Information technology played a significant 
role and was helpful for all businesses in the five industry clusters. Major IT 
infrastructure such as computers and computer systems, were utilised for the 
communication process and to obtain information in all businesses in the five industry 
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clusters. IT utilisation was observed as an innovation in the five industry clusters and 
considered as a competency of each business that led to higher business performance.   
There are three types of technological innovation that emerged from this study. The first 
technological innovation investigated was the transformation of technology. The use of 
technology transformation appears to be moderately high among the Thai SMEs in this 
research. The major form of technology used is traditional technology, which includes 
indigenous knowledge, local knowledge and traditional forms of administrative 
management. Technology transformation is evident in these companies. For example, 
PWD Co., Ltd in the Parawood industry cluster transform indigenous knowledge into 
modern forms of technology to fully utilize technology such as the wood sanding process; 
the research and development of indigenous processes to invent machines that are and 
adapted from car technology. The modernised sanding process on the Parawood surface 
was efficient and took less time than the traditional way. Time savings can be expected 
in the operational processes, increasing operational performance levels with quality. The 
transformation of technology is at high levels in the businesses in the Parawood industry 
cluster (Chapter 4.6), in the Car Materials industry cluster (Chapter 5.6); is at moderate 
levels in the Leather industry cluster (Chapter 7.6), and in the Petchkasem Textile and 
Garment industry cluster (Chapter 8.6); and at low levels in the First Craft Bangkok 
industry cluster (Chapter 6.6). 
The second technological innovation observed was technology development. Technology 
development is still only at low levels in some of the businesses, such as the businesses 
in the First Craft Bangkok industry cluster (Chapter 6.6), the Leather industry cluster 
(Chapter 7.6), and some businesses in the Petchkasem Textile and Garment industry 
cluster (Chapter 8.6) because most are small in size and their capital investment is low. 
To invest in new and more advanced technology, businesses must be in a position to 
increase their investment capital, which is not the case for many SMEs such as PWD Co. 
Ltd in the Parawood industry cluster, and B Manufacturing, T Manufacturing and A 
Manufacturing in the Car Materials industry cluster. 
The third technological innovation that emerged during the discussions is knowledge 
management. Knowledge management is at low levels in these Thai SMEs, particularly in 
businesses in the First Craft Bangkok industry cluster (Chapter 6.6), the Leather industry 
cluster (Chapter 7.6), and some businesses in the Petchkasem Textile and Garment 
industry cluster (Chapter 8.6). They are not ready to engage in knowledge management 
for numerous reasons, such as the limited education of employees, the lack of supporting 
technology, the lack of business policy, and the lack of financial support as seen in CC 
Co. Ltd, and SWP Co. Ltd in the Parawood industry cluster, FC Company in the First Craft 
Bangkok industry cluster, GG Co., Ltd and ST Co., Ltd in the Leather industry cluster, 
and DDN Company in the Petchkasem Textile and Garment industry cluster.   
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The key findings from this part of this research present a summary of the technological 
factors in the five clusters, which are the Parawood industry cluster (Chapter 4.5.2.4), 
the Car Materials industry cluster (Chapter 5.5.2.4), the First Craft Bangkok industry 
cluster (Chapter 6.5.2.4), the Leather industry cluster (Chapter 7.5.2.4), and the 
Petchkasem Textile and Garment industry cluster (Chapter 8.5.2.4). The technological 
factors that are confirmed to be important organisational factors that can contribute to 
the perception of successful implementation of innovation leading to improved business 
performance in the Thai small and medium sized organisations are relative advantages, 
design and engineering, compatibility, and capability.   
9.2.3 Business environment for Thai SMEs 
There are two environmental factors that have an impact and influence on the businesses 
in the five industry clusters, which are competition intensity and information intensity. A 
high level of competition intensity was highlighted by every participant during the 
interviews. The major competitors are not only on the domestic front, but also include 
international competitors such as companies from Vietnam, Laos, Indonesia, Sri Lanka 
and China, where customers can purchase products at lower prices.  
The findings indicate that there are many conditions that affect competition intensity to 
influence all businesses in the five industry clusters to improve their product quality and 
business operation and to survive their businesses in this fiercely competitive 
environment. Examples of competition intensity conditions are:  
 Variety of competitors with different levels of product quality 
 Competition comes from both domestic and international competitors 
 Variety of raw materials  
 Range of production and labour costs  
If customers are not satisfied with the quality and price of the products, they can find the 
same product quality from competitors in the industry as they have many companies to 
choose from. However, the quality of the materials, skills and experience of the 
workforce, and the operational costs, are different in each business. An example of 
competition intensity that had a great impact on Thai SMEs was the impact of the 
liberalisation of trade in textiles in 2005 in the Petchkasem Textile and Garment industry 
cluster (Yamagata 2007). The United States of America and the European Union, 
comprising two of the world‘s leaders in clothing markets, developed an agreement with 
China in 2005 that set ceilings on growth rates of exports of the main categories of 
clothing. Some companies from developing countries were able to survive this 
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development, yet most small exporters suffered a decline in clothing exports because 
they did not have sufficient capabilities to compete with their competitors in the industry 
(Competition et al. 2008; Yamagata 2007).  
In addition, the barriers to entry into the market has discouraged the extension of some 
domestic brands into larger markets because customers prefer branded products, which 
already have a good reputation in the world market (Rasiah 2009) such as in the 
Parawood industry cluster (Chapter 4.4.3) and the Car Materials industry cluster 
(Chapter 5.4.3). These two industries require experience and high investment from the 
business owners and well established connections with customers. The First Craft 
Bangkok industry cluster also encounter fierce competition from both domestic markets 
as well as the world market as customers have a variety of choices from which to select 
products (Chapter 6.4.3). Business owners have to be innovative to differentiate their 
products from their competitors. In the Leather industry cluster, each business has to 
deal with both local and international competitors. Each business owner in the Leather 
industry cluster had to differentiate their products from those of their competitors by 
creating new Leather product designs and maintaining their product quality (Chapter 
7.4.3).  
Although internally driven strategies in each organisation may dominate when businesses 
face diffuse competition for their product lines, the literature largely overlooks the point 
that businesses need to be increasingly responsive to external events as market 
concentration increases (Turner et al. 2010). Competition is therefore important for each 
organisation to concentrate on and be aware of. As discussed in Chapter 2.5.3, 
competition intensity refers to the degree of pressure from competitors, which is an 
external power forcing a firm to adopt new technologies or innovation to avoid 
competitive decline (Zhu et al. 2003). Each business in the five industry clusters 
encounters fierce competition resulting from the expansion of businesses from Western 
countries that are aiming to invest in developing and less developed countries. Domestic 
employees can benefit from working for these Western companies in the industry while 
the local business owners suffer from the increased competition, both locally and 
internationally.  In response to the intense competition, each organisation has to find 
creative ways to achieve higher business performance in their operating processes. 
Kamal (2006) studied how IT is adopted in private sector organisations and further 
explored the factors that impact its adoption identifying stages where the organisation is 
impacted, such as pre-adoption and post-adoption. When dealing with IT adoption 
processes, information is involved because business owners and employees have to learn 
to utilise IT and acquire necessary information to benefit their business. Information 
intensity is another important environmental factor facing all industries at present 
(Hackney et al. 2006; Kamal 2006). In Chapter 2.5.3, information intensity was 
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discussed as a result of the development of information technology and that information 
technology played a significant role to all business owners to use as a tool to be able to 
access the information. The findings in this research indicate that the Internet is a great 
source to all businesses in the five industry clusters to access and each business owner 
can retrieve information that benefits their business operation. The conditions and factors 
that relate to information intensity include the following: 
 Each business has a different ability to access sources of information  
 The reliability of information varies  
 The relevance of information varies 
In response to these conditions, companies must depend heavily on their knowledge and 
ability to access appropriate sources of information, their capability to quickly access 
sources of information, and their experience in using various sources of information. Most 
business owners in all five industry clusters utilise IT for communication, to facilitate 
management, and search for information. Without information technology, they can fall 
behind their competitors. Businesses that utilise traditional technology and basic 
engineering technology tend to use IT to search for information and for basic business 
communications such as email. Information technology can be more than a useful tool in 
business redesign insofar as it has a recursive relationship to the business redesign 
process (Davenport & Short 2003). This means that IT can be adjusted to suit a 
company‘s needs and can be aligned for business improvement. Information technology 
does not involve any particular business vision or context, but was developed to simplify 
work processes in industrial engineering (Davenport & Short 2003).  
The findings in this research indicate that each business owner in all five industry clusters 
adopted IT because IT can help them to simplify their work processes and systems, 
acquire information through the Internet, and facilitate communication processes. 
Information technology can perform as a key to facilitate business operations. IT 
facilitates a business to acquire information, which can be from a range of sources such 
as in databases and the Internet. IT can also foster better strategic planning, which 
encourages management to utilise their existing capabilities effectively (Temtime et al. 
2003). Each business owner in the Parawood industry shared their opinion that they 
found information was difficult to access previously. IT development facilitates each 
business to receive equal opportunity to access the same information as competitors 
presently (Chapter 4.4.3). In the Car Materials industry cluster, each business owner 
faces issues in regards to the information intensity of the environment. Various types of 
communication devices such as facsimile machines, telephone sets, voicemail and email 
are used to obtain and share information in this present competitive environment 
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(Chapter 5.4.3). Each business in the Car Materials industry cluster then has to utilise all 
IT tools and equipment to enable themselves to compete with their competitors in the 
market. Information also played a significant role in the First Craft Bangkok industry 
cluster. Business owners shared the similar opinion that it was difficult for them to obtain 
the right information previously. They similarly discussed that wrong information could 
harm their business (Chapter 6.4.3). In the Leather industry cluster, all participants 
shared that they encountered the same issue in regards to information intensity. Each 
business owner encountered the same difficulty in accessing information previously. 
However, they identified that they could access the Internet to get plenty of information 
at present (Chapter 7.4.3). The business owners in the Petchkasem Textile and Garment 
industry cluster similarly discussed with the owners in other businesses in other clusters 
that each business owner had to be innovative and they should differentiate their 
products from their competitors (Chapter 8.4.3). Each business owner in the five industry 
clusters was aware of information intensity and they had to get the right information to 
improve their products and businesses. They identified that the Internet was a good 
source to access important information (Kamal 2006; Turner et al. 2009).   
This section of the research presents a summary of environmental factors in the five 
industry clusters: the Parawood industry cluster (Chapter 4.4.3), the Car Materials 
industry cluster (Chapter 5.4.3), the First Craft Bangkok industry cluster (Chapter 6.4.3), 
the Leather industry cluster (Chapter 7.4.3), and the Petchkasem Textile and Garment 
industry cluster (Chapter 8.4.3). The environmental factors that are confirmed to be 
important environmental factors to be highly concerned in Thai small and medium sized 
organisations are competition intensity and information intensity. 
The next section discusses factors that affect innovation amongst the five industry cluter 
in Thai SMEs. 
9.3 Factors that affect innovation amongst the 
five industry clusters in Thai SMEs 
Each industry cluster has similar factors affecting innovation in their respective industry 
clusters but each factor affects each cluster differently. Factors that affect innovation in 
the businesses in the Parawood industry cluster are presented in Table 9-1 below. 
Table 9-1: Factors that affect innovation in the Parawood industry cluster 
Factors Description 
Innovation capability The owner and CEO needs to have new ideas that lead to innovation. 
Design and engineering Car technology is used as a model for machines used to lead innovation. 
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Compatibility All machines can be used with new designs of machines that lead to innovation. 
Capacity of machines All of the machines are used at an appropriate capacity level to maintain long 
term use leading to innovation because employees can use machines more 
efficiently, thus minimising operational processes. 
Culture Strong organisational culture, a guide through work processes by senior 
employees supports innovation. 
Size Appropriate number of employees can lead to good control that leads to 
innovation. 
Management style and 
organisational structure 
Owners have to work closely with employees to share knowledge and ideas, and 
simplify work and processes. 
Relative advantages Technology helps the organisation to minimise costs, increase productivity, 
diminish waste, and improve the quality of products that lead to innovation. 
Competition intensity Product quality leads to innovation improvement. 
Information intensity Accessibility of information leads to innovation improvement. 
 
Factors that affect innovation in the Parawood industry cluster of high importance are: 
innovation capability; design and engineering; and compatibility factors. Factors that 
affect at medium importance level are: the capacity of machines; culture; size; and 
management style and organisational structure. Lastly, factors that affect in innovation in 
the Parawood industry cluster at low importance degree are: relative advantage; 
competition intensity; and information intensity. The levels of importance are classified 
as high, medium and low according to the level of usage and how participants mentioned 
in the interviews. 
Technologies by the type in this research that are highly relevant to the Parawood 
industry cluster are: traditional technology; then engineering technology; and IT 
consecutively.  
Larger organisations, such as businesses in the Car Materials industry cluster highlighted 
their degree of importance in factors that impact innovation are presented in Table 9-2. 
Table 9-2: Factors that affect innovation in the Car Materials industry cluster 
Factors Description 
Design and engineering Use of world leading machine manufacturers and world recognised standards to 
guarantee capacity of machines used lead to innovation.  
Relative advantages Share technology knowledge amongst business cluster members leading to 
innovation 
Capacity of machines All of the machines are used at an appropriate capacity level that leads to 
innovation. i.e. for time management and project management 
Innovation capability The owner and CEO needs to have new ideas that lead to innovation. 
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Compatibility All machines can be used with new designs of machines that leads to innovation. 
Competition intensity Quality of products, raw materials, and a variety of raw material sources leads to 
innovation. 
Information intensity Accessibility of information leads to innovation improvement. 
Culture Strong organisational culture, a guide through work processes by senior 
employees supports innovation. 
Management style and 
organisational structure 
Owners have to develop an organisational level to be able to appropriately 
allocate task assignments to lead innovation. 
Size Needs management systems and hierarchy control structures but well adapted to 
Thai culture to lead to innovation. 
 
Factors that affect innovation in the Car Materials industry cluster at a high level of 
importance are: design and engineering; relative advantages; and capacity of machines 
factors. Factors that affect at a medium level of importance are: innovation capability; 
compatibility; competition intensity; and information intensity. Lastly, factors that affect 
innovation in the Car Materials industry cluster at low level of importance are: culture; 
management style and organisational structure; and size of organisation.  
Technologies by the type that are highly relevant to the Car Materials industry cluster 
are: engineering technology; then IT; and traditional technology consecutively.  
The businesses in the First Craft Bangkok industry cluster are medium sized companies 
and they also have factors that affect innovation in their business differently from other 
industry clusters. The characteristics of businesses in the First Craft Bangkok industry 
cluster are highlighted by handicraft products, which therefore lead to factors that affect 
innovation and are presented in Table 9-3. 
Table 9-3: Factors that affect innovation in the First Craft Bangkok industry cluster 
Factors Description 
Innovation capability The owner and CEO needs to have new ideas that lead to innovation. 
Management style and 
organisational structure 
Owners have to work closely with employees to share knowledge and ideas, and 
simplify work and processes. 
Culture Strong organisational culture, a guide through work processes by senior 
employees supports innovation. 
Competition intensity Quality of products, raw materials, and a variety of raw material sources leads to 
innovation. 
Information intensity Accessibility of information leads to innovation improvement. 
Relative advantages Technology helps the organisation to minimise costs, increase productivity, 
diminish waste, and improve the quality of products that lead to innovation. 
Compatibility All machines can be used with new designs of machines that leads to innovation. 
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Design and engineering Use of world leading machine manufacturers and world recognised standards to 
guarantee capacity of machines used leads to innovation.  
Capacity of machines All of the machines are used at an appropriate capacity level that leads to 
innovation. i.e. for time management and project management 
Size Appropriate number of employees can lead to an efficient span of control that 
leads to innovation. 
 
Factors that affect innovation in the First Craft Bangkok industry cluster of highly 
importance are: innovation capability; management style and organisational structure; 
and culture factors. Factors that affect at medium level of importance are: competition 
intensity; information intensity; and relative advantages. Lastly, factors that affect 
innovation in the First Craft Bangkok industry cluster at low level of importance are: 
design and engineering; capacity of machines; and size of organisation.  
Technologies by the type that are highly relevant to the First Craft Bangkok industry 
cluster are: traditional technology; then engineering technology; and IT consecutively.  
The businesses in the Leather industry cluster are smaller sized organisations. Therefore, 
the factors that dominated innovation are organisational factors. Table 9-4 presents a 
summary of factors that affect innovation in the Leather industry cluster. 
Table 9-4: Factors that affect in innovation in the Leather industry cluster 
Factors Description 
Innovation capability The owner and CEO needs to have new ideas that lead to innovation. 
Management style and 
organisational structure 
Owners have to work closely with employees to share knowledge and ideas, and 
simplify work and processes. 
Culture Strong organisational culture, a guide through work processes by senior 
employees supports innovation. 
Capacity of machines All of the machines are used at an appropriate capacity level that leads to 
innovation. i.e. for time management and project management 
Relative advantages Technology helps the organisation to minimise costs, increase productivity, 
diminish waste, and improve the quality of products that leads to innovation. 
Size Appropriate number of employees can lead to an efficient span of control that 
leads to innovation. 
Competition intensity Quality of products, raw materials, and a variety of raw material sources leads to 
innovation. 
Information intensity Accessibility of information leads to innovation improvement. 
Compatibility All machines can be used with new designs of machines that leads to innovation. 
Design and engineering Use of world leading machine manufacturers and world recognised standards to 
guarantee capacity of machines used leads to innovation.  
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Factors that affect innovation in the Leather industry cluster that are highly relevant are: 
innovation capability; management style and organisational structure; and culture 
factors. Factors that affect at medium level of importance are: competition intensity; 
information intensity; and relative advantages. Lastly, factors that affect innovation in 
the Leather industry cluster at low level of importance are: design and engineering; 
capacity of machines; and size of organisation.  
Technologies by the type that are highly relevant to in the Leather industry cluster are: 
traditional technology; then engineering technology; and IT orderly.  
Lastly, Table 9-5 presents the factors that affect innovation in the Petchkasem Textile 
and Garment industry cluster. 
Table 9-5: Factors that affect innovation in the Petchkasem Textile and Garment industry cluster 
Factors Description 
Innovation capability The owner and CEO needs to have new ideas that lead to innovation. 
Relative advantages Technology helps the organisation to minimise costs, increase productivity, 
diminish waste, and improve the quality of products that leads to innovation. 
Compatibility All machines can be used with new designs of machines that leads to innovation. 
Capacity of machines All of the machines are used at appropriate capacity levels that leads to 
innovation. i.e. for time management and project management 
Design and engineering Use of world leading machine manufacturers and world recognised standards to 
guarantee capacity of machines used leads to innovation.  
Competition intensity Quality of products and raw materials leads to innovation. 
Information intensity Accessibility of information leads to innovation improvement. 
Culture Strong organisational culture, a guide through work processes by senior 
employees supports innovation. 
Management style and 
organisational structure 
Owners have to work closely with employees to share knowledge and ideas, and 
simplify work and processes. 
Size Appropriate number of employees can lead to an efficient span of control that 
leads to innovation. 
 
Factors that affect innovation in the Petchkasem Textile and Garment industry cluster at 
a high level of importance are: innovation capability; relative advantages; and 
compatibility factors. Factors that affect at medium level of importance are: capacity of 
machines; design and engineering; competition intensity; and information intensity 
factors. Lastly, factors that affect innovation in the Petchkasem Textile and Garment 
industry cluster at low level of importance are: culture; management style; and size of 
organisation.  
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Technologies by the type that are highly relevant to the Petchkasem Textile and Garment 
industry cluster are: traditional technology; then IT; and engineering technology 
sequentially.  
There are some similarities and differences in OTE factors that affect innovation amongst 
the five industry clusters and Table 9-6 presents a summary of the similarities and 
differences that affect innovation amongst the five industry clusters in Thai SMEs. 
Table 9-6: A summary of similarities and differences of the OTE factors that affect innovation amongst the five 
industry clusters in Thai SMEs. 
Organisational 
factors 
Similarities Differences 
Size   Size has both positive and negative impacts in 
different industry clusters and that leads to 
innovation adoption in each organisation such 
as: 
- Need systems and hierarchical control 
structures but well adapted to Thai culture to 
lead to innovation in the Car Materials 
industry cluster as each business has a large 
number of employees and they require 
hierarchical control structures to work 
effectively in all areas, which includes 
innovative operational processes. 
- Small size allows flexibility that leads to 
innovation in the Leather industry cluster 
because the business owners can work 
closely with their employees and they can 
help each other to be creative and innovative 
with their products and production 
processes. 
Innovation capability  The owner and CEO needs to 
have new ideas that, leads to 
innovation. 
 
Culture  Strong organisational culture, a 
guide through work processes 
by senior employees that 
supports innovation. 
 
Management style 
and organisational 
structure 
 Owners have to work closely 
with employees to share 
knowledge and ideas, and 
simplify work and processes. 
 Owners have to base their organisational 
structure to be able to appropriately allocate 
tasks, which leads to innovation in the Car 
Materials industry cluster. This is because the 
businesses in the Car Materials industry cluster 
have large numbers of employees and they 
require appropriate organisational structure to 
allocate tasks and influence their employees to 
work effectively in all areas, which includes 
innovative operational processes. 
Technological 
factors 
Similarities Differences 
Design and 
Engineering 
  Different industry clusters use different types of 
machines that could help them to utilise 
machines at the optimum level for their 
business. 
 Car technology is used as a model for machines 
used to lead innovation in the Parawood 
industry cluster, which helps businesses 
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minimise the cost of machines and the ease for 
employees to operate the machines. 
 The businesses in the Car Materials industry 
cluster utilise world leading machine 
manufacturers and world recognised standards 
to guarantee the capacity of machines used that 
leads to innovation, which helps the businesses 
to minimise the number of defective products, 
cost, and time. 
Compatibility  All machines can be used with 
the new design of machines that 
leads to innovations. 
 
Capacity of Machines  All machines are used at an 
appropriate capacity level to 
maintain capacity level that 
leads to innovation. 
 
Relative Advantage  Technology helps businesses to 
minimise costs, increase 
productivity, diminish waste, 
and improve the product quality 
that leads to innovation. 
 Shared technology knowledge among 
businesses in the Car Materials industry cluster 
members leads to innovations as each business 
learns new techniques in utilising machines from 
their industry cluster members. 
Environmental 
factors 
Similarities Differences 
Competition intensity  Quality of products and raw 
materials and variety of raw 
materials sources leads to 
innovations. 
 
Information intensity  Accessibility of information leads 
to innovation improvement. 
 
 
The businesses in the five industry clusters share similarities in factors that affect 
innovation. However, some differences in factors are presented in Table 9-6 
demonstrating how each factor leads to innovation in different industry clusters. Table 9-
7 present a summary of similarities and differences of technology by type that affects 
innovation amongst the five industry clusters. 
Table 9-7: A summary of similarities and differences of technology by type that affects innovation amongst the 
five industry clusters in Thai SMEs. 
Type of technology Similarities Differences 
Traditional 
technology 
 Traditional knowledge from 
people in the previous 
generation to adjust with 
knowledge of people at 
present to leads to innovation. 
 
Engineering 
technology 
  Use of machines such as cutting machines to 
cut Parawood in the Parawood industry 
cluster. 
 Use of manufacturing machines for operational 
and production processes to lead to innovation 
in the Car Materials industry cluster. 
 Use of machines such as cutting machines, 
sewing machines, and kilns in the First Craft 
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Bangkok industry cluster. 
 Use of machines such as cutting machines and 
sewing machines in the Petchkasem Textile 
and Garment industry cluster. 
IT  Use of computer, telephone, 
fax and the Internet to support 
innovations. 
 Dominated in the Car Materials industry 
cluster as they use advanced technology such 
as IT systems to control operational and 
production processes. 
 
Each business in the five industry clusters share similarities of technology by type and 
some differences were highlighted in different industry clusters.  
In summary, organisational and technological factors were enhanced and led to business 
competencies in each business in the five industry clusters of this research. The following 
section discusses improved business competencies in the Thai SMEs. 
9.4 Improved business competencies in Thai 
SMEs 
The term ‗improved business competency‘ used in this research (Chapter 2.4) refers to 
an underlying characteristic of an organisation, which comprises of knowledge, skills and 
qualities for effective operation (Boyatzis et al. 2000; Boyatzis 1982; Woodruffe 1993). 
SMEs are important as they are drivers of economic growth and policy issues in national 
economies (Ameida et al. 2000; Oke et al. 2007). Recognition of the importance of 
innovation leading to improved business performance in SMEs has led to the 
development of national systems of innovation in several countries, including Thailand 
(Oke et al. 2007). Innovation in Thai SMEs can be developed both within the 
organisation, and from outside the organisation and then adjusted to suit the 
organisation (Chesbrough 2006).  
The Thai SMEs in this study adopt both closed innovation and open innovation depending 
on the type, size and nature of the business and industry in which they operate. Closed 
innovation is seen more in smaller-sized businesses such as those in the Leather industry 
cluster studied in this research. These closed innovations, observed in the Leather 
industry cluster are technological innovation. Technological innovation relates to the 
following: the machines utilised for production operational processes; and innovation in 
the areas of production, services and administration.  
Large organisations mostly utilise open innovations that are developed outside the 
organisation and then improved and adjusted inside the organisation, and include: the 
machines utilised for production operational processes; and innovation in products, 
services and administration. These big organisations such as B manufacturing, T 
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Manufacturing and A Manufacturing in the Car Materials industry cluster, and some 
organisation in the Parawood industry cluster such as PWD Co., Ltd have large capital 
investments and thus are able to invest in research and development. They can adopt 
innovation in terms of both their machinery and the products offered to customers. In 
this research, open innovation was evident in the Parawood industry cluster (Chapter 
4.6), the Car Materials industry cluster (Chapter 5.6), the First Craft Bangkok industry 
cluster (Chapter 6.6) and in some cases, in the Petchkasem Textile and Garment industry 
cluster (Chapter 8.6). The example from PWD Co, Ltd in the Parawood industry cluster 
was that they created and invented their own machines to use in their business through 
their research and development division, utilising car technology to minimise the cost of 
machines and cost of operational processes.    
According to Chapter 2.3.1, innovation has been described by Oke (2007) and consists of 
product innovation, service innovation and process (administrative) innovation. On the 
basis of the discussion of improved business competency in the Parawood industry 
cluster, it is evident that process or administrative innovation was the primary focus for 
the businesses in the Parawood industry cluster (Chapter 4.6). Process innovation in this 
research refers to management in an organisation. Each business owner invests in 
machines to ease their production processes. As such, the attempt to improve production 
processes and problem solving methods in their organisation are considered to be 
process or administrative innovation.  
In the Parawood industry cluster, customers generally have their own product designs. 
When considering the types of technology used in the Parawood industry cluster, 
traditional technology is moderately utilised because only few businesses use traditional 
knowledge, indigenous knowledge or knowledge from people in the previous generations 
to adjust the present technology available to their business needs. This can be seen in 
PWD Co, Ltd. to create products to meet requirements from customers. The businesses 
in this study rely heavily on engineering technology, as they have to use machines to 
create products for their customers. Aside from traditional technology and engineering 
technology, information technology is also moderately utilised because each business in 
the Parawood industry cluster only utilised IT for communication processes and searching 
for information via the Internet. They do not yet have specific programs to control 
machines for their operational processes.  
The significant use of transformation of technology can be explained by the fact that 
businesses in the Parawood industry cluster use both traditional knowledge and 
engineering technology. While engineering technology is being utilised, businesses 
continue to use traditional technology, which they adjust to fit with new technology to 
enhance their business operations. The transformation of technology is then focused at a 
high level of importance. Some knowledge management is being developed in the 
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industry as business owners begin to apply IT to their technology advancement. 
Knowledge management is then focused at a moderate level. Technology development is 
clearly evidenced in the Parawood industry cluster as some organisations invent their 
own machines while others purchase new high-performing machines for business 
operation processes. This is to confirm that technology development is focused to a high 
degree. Therefore, a high level of transformation of technology, a medium level of 
knowledge management and a high degree of technology development are evident in the 
Parawood industry cluster and all emerge as technological innovations in the Parawood 
industry cluster. These organisational innovations and technological innovations 
represent the value creation through competency enhancement in the Parawood industry 
cluster.   
In the Car Materials industry cluster (Chapter 5.6), improved business competencies 
included both organisational innovation and technological innovation. Services, products 
and administration were the primary focus in organisational innovation. Each owner of 
the Car Materials industry cluster shared a similar view that they have to focus on both 
product and service innovation equally to satisfy the customers. Each business owner in 
the car industry has utilised advanced technology to satisfy customers‘ need, then the 
Car Materials businesses must also move themselves towards a high technology-oriented 
organisation. Car Materials businesses have to be able to support car technology at all 
levels. The size of businesses in the Car Materials industry cluster is large and each 
business has to create products en masse, indicating that each business has to use 
advanced technology to create products and meet the requirements of their customers.    
Engineering technology and information technology could force businesses in the Car 
Materials industry cluster to succeed. For example, each business owner shared similar 
experiences claiming that they invested in high-end machines to enable their business to 
create products. When businesses in the Car Materials industry cluster use high-end 
machines to create car parts or car materials, they can create products at a high quality 
level and meet all requirements from their customers. In utilising high-end machines, 
information technology can also be used to control some functions of the machines. 
Engineering technology and information technology can be used together to increase the 
capacity of the operational and production processes to meet all requirements from the 
customers. Information technology is also used for the communication process and 
searching for information via the Internet. This is evidence that engineering technology 
and information technology can enable each business in the Car Materials industry 
cluster to improve business performance. 
Organisational innovation (services, products and administration) was similarly a primary 
focus in the First Craft Bangkok industry cluster as discussed in Chapter 6.6. The nature 
of the First Craft Bangkok industry cluster requires businesses to continually maintain, 
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develop and improve their products to meet the requirements of customers—trading 
agents, retailers and, ultimately, retail customers. The relationship among the types of 
technology demonstrates the emergence of technological innovation in the First Craft 
Bangkok industry cluster. The three technological innovations that emerge from the three 
types of technology are knowledge management, technology development and the 
transformation of technology. This industry utilises little technology transformation 
because businesses in the First Craft Bangkok industry cluster tend to use traditional 
technology and do not require modern or advanced technology to create products. A low 
level of knowledge management was identified because operational and production 
processes were kept secret by business owners and was not fully transferred to 
employees. Aside from that, a low level of technology development was identified 
because most of business owners are satisfied with current technology utilised in the 
First Craft Bangkok industry cluster. This would be due to the fact that the size of 
organisations is small and they did not require any complex machines to facilitate the 
operational or production processes.   
The nature of the Leather industry cluster requires that businesses continually maintain, 
develop and improve their products to meet the requirements of customers. In a 
discussion of a business competency with businesses in the Leather industry cluster 
(Chapter 7.6), each leather production business designs their own products, and does 
not seek to copy their competitors‘ products, and likewise do not want their products 
copied by their competitors. The companies in the Leather industry cluster search for 
new trends via the Internet, seeking to improve on their competitors‘ products, and 
applying this knowledge to their own designs (Chapter 7.6). Hence, the product is the 
main focus in organisational innovation in the Leather industry cluster. Service provision 
receives limited attention mostly because these owners are aware that their businesses 
are not yet in a position to develop services as well as products. Administrative 
innovation can offer a significant contribution to the business but is still not a major 
concern for businesses in the Leather industry cluster because the size of organisations 
in the Leather industry cluster are small and do not require sophisticated processes to 
operate their business. In terms of technological innovation, the use of traditional 
technology in the Leather industry cluster is high, because they rely heavily on manual 
labour and traditional knowledge in creating products in the operational process. The use 
of both engineering technology and information technology is moderate yet both are 
required to a basic degree, where machines and information technology are not complex. 
Traditional machines are used and some information technology, such as computers, is 
also used for communication processes and retrieval of information. Both organisational 
innovation and technological innovation contributes to the improved business 
competency in businesses in the Leather industry cluster. 
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In a discussion of the improved business competency in the Petchkasem Textile and 
Garment industry cluster (Chapter 8.6), the organisational focus on products is at a high 
level and the organisational focus on service and administrative innovations are at a low 
level. Technological innovation in the Petchkasem Textile and Garment industry cluster 
was also found, which could be identified from the attempts made by each business to 
utilise technology to facilitate their operational and production processes to increase their 
business performance. The use of traditional technology was found to be high in this 
industry cluster. These businesses rely heavily on the knowledge of local people from the 
older generation, upon which they base much of their innovation to create new products. 
The use of engineering technology is moderate as machinery, equipment and high-level 
technological tools are only partially used. Information technology is utilised to a 
moderate degree as it is used only for limited purposes, such as to support operational 
processes. Therefore, both organisational and technological innovations were found to 
lead to a business competency in the businesses in the Petchkasem Textile and Garment 
industry cluster. 
In identifying improved business competencies and the factors that facilitate such 
competencies, all of the participants in this study have potential access to both local and 
world production markets, making a significant contribution to the perceived benefits to 
customers of the end products because each business will attempt to improve the quality 
of the products. Customers then enjoy utilising high quality products as a consequence. 
Each business owner has their own management style that is difficult for competitors to 
imitate thus leading to a competitive advantage (Prahalad, C. K. & Hamel, G. 1990). 
Each participant in this research has adopted technologies and innovations to improve 
their operations. These adoptions have been effective insofar as they have resulted in 
enhanced performance (Lin & Chen 2007), and increased sales and cost reductions 
(Maguire et al. 2007; Pavic et al. 2007). In terms of organisational innovation and 
technological innovation, several issues were highlighted by the findings: 
 the need for education about technological factors  
 a proposal to adopt ready-to-use technology as it is reliable and functional 
 the importance of companies developing their own organisational culture and 
using this culture to improve performance in response to the rapid changes in the 
respective market and business environment   
 an awareness of the importance of IT adoption  
 an awareness of the need for cautious strategic management to survive in the 
fiercely competitive environment. 
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In addressing what companies can or should do in general to improve business 
performance, the SMEs interviewed were able to develop the competitive values of the 
organisation, to enhance their competitive advantage and to better compete with their 
rivals (Deshpande & Farley 2004). Factors identified as barriers to competitiveness for 
the businesses in each cluster include: an inability to brand Thai products on the 
international markets (Chapter 6.4.3, 5.4.3 and 8.4.3); labour costs (Chapter 6.4.3, 
7.4.3 and 8.4.3); operational costs; raw materials costs (Chapter 4.4.3, 5.4.3, 6.4.3, 
7.4.3 and 8.4.3); and the managerial capability of business owners (Chapter 4.4.3 and 
5.4.3). The ability to improve innovation processes in an organisation, such as through 
improved leadership skills and decision-making, will enable SMEs to respond more 
effectively to different situations in the competitive business environment. Hence, 
innovation can ensure that the outputs of various operational and management 
processes are appropriate (Hudson et al. 2001). Choosing appropriate suppliers will also 
help SMEs to deliver high-quality products to their customers (Kannan & Tan 2008) 
because technology, IT and innovation can support work and operational processes to be 
more productive and efficient. This could be because the suppliers have to improve the 
quality of their supplies to meet the requirements of businesses that aim to improve 
product quality.     
The key finding in this research presents a summary of improved business competency in 
the five industry clusters. According to Prahalad and Hamel (1994), business competency 
must comprise of three criteria: consistency throughout the entire enterprise; source of 
competitive differentiation; and difficulty for competitors to imitate (Chapter 2.4). 
Technological innovation and organisational innovation in each organisation in the five 
industry clusters are their business competency and were confirmed to be important, 
contributing to the business performance of the organisation. Organisational innovation 
includes product innovation, service innovation, and administrative innovation. 
Innovation by type of technology includes traditional technology, engineering technology, 
and IT. The adoption and utilisation of IT can assist the company to move fast and 
respond to customers more efficiently in fast changing technology-based and fiercely 
competitive environments (Harvie 2001; Lim et al. 2008; Porter 1998).  
9.5 Performance in Thai SMEs 
The term performance used in this research (Chapter 2.5) refers to productivity, 
decreasing costs, decreasing operational time and processes, and ensuring  high quality 
products (Oke et al. 2007). Innovation found in Thai SMEs can lead the organisation to 
higher business performance. Examples of performance improvement demonstrated in 
each industry cluster are as follows: 
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In the Parawood industry cluster (Chapter 4.7), based on the findings, organisational 
innovation and technological innovation need to be highlighted to drive high performance 
levels in the Parawood manufacturing process. High performance helps a business 
achieve high profits and decrease costs (Kannan & Tan 2008). Machines invented at PWD 
Co., Ltd in the Parawood industry cluster were evidence of one of the performance 
improvements in the Parawood industry cluster. Both organisational innovation and 
technological innovation in the Parawood industry cluster are seen to enhance 
performance as they were derived from business competencies and value creation. 
Performance can be seen through reduced costs, reduced operational times and 
processes, and an increase in the quality of products.   
In the case study of the Car Materials industry cluster, several performance issues were 
discussed by the Car Materials business owners interviewed in Chapter 5.7, such as 
higher productivity, decreasing required costs, and decreasing operational times and 
processes. The results of sustaining higher performance levels in the Car Materials 
industry cluster include higher quality products, increased orders from customers, and 
becoming the sole supplier for a customer. Both organisational innovation and 
technological innovation (Chapter 5.4.3) provides knowledge and enhances our 
understanding of innovation and business competencies in the industry so that 
businesses in this industry might seek to develop and improve their performance and 
value creation. 
Business competencies discovered in the Car Materials businesses (Chapter 5.6) can lead 
to higher performance in the Car Materials industry cluster (Chapter 5.7). Each business 
owner explained that evidence of their business performance included higher 
productivity, decreasing required costs, and decreasing operational times and processes. 
The results of sustaining higher performance levels in the Car Materials industry cluster 
include higher quality products, increased orders from customers, and becoming the sole 
supplier for a customer.   
In a discussion of performance in the First Craft Bangkok industry cluster (Chapter 6.6), 
several performance issues were discussed such as higher productivity, decreasing 
required costs, and decreasing operational times and processes. The results of sustaining 
higher performance levels in the First Craft Bangkok industry cluster include decreasing 
operational times and processes, maintaining or increasing orders from customers, and 
increasing productivity, similarly to the Parawood and Car Materials industry clusters. The 
products in the First Craft Bangkok industry cluster require particular care and attention 
to detail on the part of employees in the production process, as many parts or products 
are handmade. An increase in productivity indicates an increase in the performance of 
the organisation.   
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In the Leather industry cluster (Chapter 7.6), the business owners discussed several 
issues related to performance of this business during the interviews, such as increasing 
or maintaining product quality, ensuring customer satisfaction, and decreasing costs. 
Each business owner in the Leather industry cluster highlighted that technology can 
support business operations by helping to reduce costs, increase capabilities, diminish 
waste and increase product quality. Such outcomes indicate the higher performance 
levels of the organisation. As most of the business owners in the Leather industry cluster 
had limited budgets and financial investments, each business owner argued that 
knowledge, experience and understanding of the Leather business on the part of 
business owners contributes to good performance.  
In the Petchkasem Textile and Garment industry cluster (Chapter 8.6) several 
performance issues, including the need for higher levels of product quality, improved 
designs and innovations, and maintaining a profit level were identified. The results of 
higher performance found in the Petchkasem Textile and Garment industry cluster clearly 
lead to higher product quality, an increase in the number of orders and an increase in 
product innovation. The performances in the Petchkasem Textile and Garment were 
similar to performances found in the Parawood industry cluster, the Car Materials 
industry cluster, the First Craft Bangkok industry cluster and the Leather industry cluster. 
To be able to achieve the expected level of performance, technology and innovation must 
be ‗appropriately‘ used as described by Mr VB, one of the participants in the Petchkasem 
Textile and Garment industry cluster. The term ‗appropriate‘ does not refer only to the 
most expensive machinery, but might also refer to the capacity of machines, the ability 
to control the quality of the products and the ability to diminish costs when utilising the 
machines.  
The case studies of the Parawood industry cluster, Car Materials industry cluster, First 
Craft Bangkok industry cluster, Leather industry cluster and Petchkasem Textile and 
Garment industry cluster provides knowledge and enhances our understanding of 
innovation and improved business competencies of businesses in each cluster that seek 
to develop and improve their performance and value creation. Each industry cluster 
demonstrated that different factors affect in innovation amongst the five industry clusters 
differently. Each factor has some similarities and differences as presented in Table 9-6. 
Technology by the type utilised in businesses in all five industry clusters similarly or 
differently are presented in Table 9.7. Chapter 10 discusses the theory relating to the 
OTE framework, and open and closed innovation and concludes the research. 
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Chapter 10  
CONCLUSION 
 
 
10.1 Introduction 
This research has demonstrated that organisational, technological and environmental 
factors contribute to perceptions of successful implementation of innovation leading to 
improved business performance in Thai SMEs; and the innovation and IT leads to 
business enhancement and performance. 
This chapter discusses the theoretical frameworks used in this research, then revisits the 
research objectives and research questions in order to confirm whether they have been 
answered through this research. The chapter summarises the analysis undertaken and 
suggests some dominant themes that emerged from the findings, which highlight and 
support the propositions presented in Chapter 2. The chapter then presents an analysis 
of the factors that contribute to successful innovation, within the OTE contexts, and as 
revealed through the interviews. The chapter ends with implications of this study, 
considerations of the limitations of the research, suggestions for future research and the 
conclusion. 
10.2 Summary discussion 
This study focused on an investigation of the factors that can contribute to the perception 
of successful implementation of innovation leading to improved business competency in 
Thai SMEs. It was argued that this would lead to business performance, looking at the 
organisational context, technological context, and environmental context and business 
performance. 
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Drawing on the literature and the basic information of each industry together with the 
views and experiences of the business owners from a range of clusters and industries, 
the research began with the development of a conceptual framework based on concepts 
that emerged from previous research in this area.  
The literature analysis was undertaken in the areas of organisational management, 
technological management, technology, information technology and innovation because 
they can be used as guide for businesses to manage and survive in a variety of industries 
and to frame the research questions and guide the research. For example, Hackney et al. 
(2006) studied the organisational, technological, and environmental determinants of 
electronic commerce adoption in small and medium enterprises in Taiwan; Kamal (2006) 
studied IT innovation adoption in the government sector; and Lee and Kim (2007) 
studied the factors affecting the implementation success of Internet-based information 
systems. Other examples are studies conducted in other countries such as Taiwan and 
China aimed at finding key success factors for SMEs (Fan 2006; Lin & Chen 2007) and 
some attempted to find key success factors in technology or IT adoption (Aguila-Obra & 
Padilla-Melendez 2006; Kamal 2006). The literature review was then used as a 
framework within which to generate appropriate research questions that would guide the 
data collection process. The main research question is: 
What are the factors that contribute to the improved business performance of 
Thai SMEs? 
The study employed a thematic coding approach to analyse the collected data (Chapter 
3). This methodology was used to categorise themes that emerged from the analysis to 
understand the factors that may contribute to perceptions of successful implementation 
of innovation leading to improved business performance in Thai SMEs. This approach was 
chosen because it enabled the researcher to gain an in-depth understanding of these 
factors and to understand how SMEs survive in their industry. This research sought to 
identify the relationships within organisational innovation and among types of 
technology, including: offerings, service development and product development for 
organisational innovation; and transformation of technology, knowledge management 
and technology development in the case of technological innovation. The following 
section explains the theoretical frameworks used in this research. 
10.3 Theorising the OTE framework, and open 
and closed innovation for Thai SMEs 
The findings demonstrate that they, in line with the literature on the OTE framework 
(Tornatzky & Fleischer 1990), organisational, technological, and environmental factors, 
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and open and closed innovation (Chesbrough 2003; Chesbrough 2006), can contribute to 
the perception of successful implementation of innovation leading to improved business 
performance in Thai small and medium sized businesses.  
As discussed in Chapter 2.5, there are three elements of a firm‘s context that influences 
the process by which it adopts and implements technological innovations, which are 
organisational, technological, and environmental contexts that impact on innovation 
adoption ans leads to improved business performance in Thai SMEs and are presented 
below (Tornatzky & Fleischer 1990). 
 
 
 
 
Figure 10-1: OTE framework by Tornatzky and Fleischer (1990) 
Another important management perspective is open-innovation and closed innovation, 
and can be seen in almost all of the organisations in the five industry clusters such as 
PWD Co., Ltd in the Parawood industry cluster; B Manufacturing, T Manufacturing and A 
Manufacturing in the Car Materials industry cluster; BC Company in the First Craft 
Bangkok industry cluster; CPR Co. Ltd, GG Company, BT Company and TR Company in 
the Leather industry cluster; and GS Company and DDN Company in the Petchkasem 
Textile and Garment industry cluster. The story told in Chapters 4, 5, 6, 7, and 8 support 
this statement. This section brings together the OTE framework and the open-innovation 
theory and how these can be implemented in Thai small and medium sized businesses.   
The findings highlight that the Thai government has some influence in the business 
operations such as rules to control the number of employees in a business. A business 
with more than 100 employees has to send their employees for trainings at least once a 
year the public institution provided by government at a cost to the organisation. Many 
cases found that employees were more skilful than what the trainings provided by the 
government, so many saw this as an unnecessary cost and avoided by keeping employee 
numbers under 100. Therefore, the Thai government has an impact to the SMEs. Figure 
10-3 demonstrates how the government impacts on the framework that adjusted to the 
Thai culture and Thai SMEs. 
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Figure 10-2: Thai adjusted OTE framework with an impact from the Thai government 
The term ‗innovation‘ has been recognised as a dominant factor in maintaining worldwide 
competitiveness. Definitions and meanings of ‗innovation‘ are offered in Chapter 2.3. 
Open-innovation and closed-innovation are both highlighted because each participating 
organisation from the five industry clusters need to differentiate themselves from their 
competitors in terms of products and operational processes, and found both 
organisational innovation and innovation by type of technology as a method to achieve 
this.  
In one example from the Parawood industry cluster, the manufacturing process involves 
technology and machinery, and business owners adopt technology developed both within 
the organisation and technology developed outside the organisation. As such, both open 
and closed innovation (Chesbrough 2006) are adopted in this industry. Organisational 
innovation in the Parawood industry cluster highlights the need for product innovation 
and administrative innovation. Innovation by type of technology in the Parawood industry 
cluster provides a high emphasises on engineering technology and traditional technology. 
Information technology is moderately highlighted by each business through the 
communication process, and searching for information via the Internet. Each business 
owner in the Parawood industry cluster does not use specific programs to control their 
information systems.    
The second example is from the Car Materials industry cluster. Organisational innovation 
in the Car Materials industry cluster highlighted product innovation and administrative 
innovation. Service innovation is of a moderately focus. Innovation by the type of 
technology in the Car Materials industry cluster indicates a high emphasis on engineering 
technology and information technology. Both open and closed innovation (Chesbrough 
2006) are adopted in this industry. Open innovation is identified in the manufacturing 
process, which involves technology and machinery developed from professional 
manufacturers from manufacturing countries such as Germany, China and Japan. 
Organisational innovation in the Car Materials industry cluster highlights the need for 
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product innovation and administrative innovation. Innovation by types of technology in 
the Car Material industry cluster provides a high emphasis on engineering technology. 
Information technology is moderately highlighted by each business via their 
communication processes, and searching for information via the Internet. Each business 
owner in the Car Materials industry cluster utilised all IT tools and equipment as much as 
they could to help the communication process and business process flow efficiently. 
Some specific programs were used to control information systems in their business.   
The third example is in the First Craft Bangkok industry cluster. Both open and closed 
innovation (Chesbrough 2006) are adopted in this industry. Open innovation is identified 
by the utilisation of technology. Examples of technologies utilised in the First Craft 
Bangkok industry cluster include: machinery, such as sewing machines; and tools and 
basic equipment, such as scissors and cutters. Organisational innovation in the First Craft 
Bangkok industry cluster highlights the need for product innovation and administrative 
innovation. Innovation by the type of technology in the First Craft Bangkok industry 
cluster provides a high emphasis on traditional technology. Information technology is 
moderately highlighted by each business in their communication process, and searching 
for information via the Internet. Each business owner in the First Craft Bangkok industry 
cluster utilised all IT tools and equipment as much as they could to help the 
communication process and business process flow efficiently.   
Both open and closed innovation can be identified in organisational innovation in the First 
Craft Bangkok industry cluster, which highlights product innovation. Service innovation 
and administrative innovation are of moderate focus and limited because businesses in 
the First Craft Bangkok industry cluster are small organisations for which the form of 
management need not be complex. However, there is a need for improved service 
development in the First Craft Bangkok industry cluster because these businesses must 
operate in a highly competitive environment. As previously mentioned, the main 
customers are trading agents and retailers from both local and international markets who 
resell their products to retail customers. The trading agents can shop around to get the 
best products that match the needs of the final customers, at the lowest prices; hence, 
innovation is primarily carried out by the owner in each First Craft Bangkok business. 
Each owner therefore has a far greater focus on products than on services. Innovation by 
the type of technology in the First Craft Bangkok industry cluster are explained with a 
high emphasis on traditional technology such as creating products by hand and using 
indigenous knowledge to create products. Engineering technology and information 
technology are of moderate focus because only tools and basic machines are utilised in 
these businesses in the First Craft Bangkok industry cluster. Aside from that, these 
machines were developed by previous generations yet are still being used at present. IT 
is only utilised in businesses in the First Craft Bangkok industry cluster for basic 
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communication and searching for information via the Internet but not to a significant 
degree, because these business owners spend most of their time on improving products 
and developing new products. 
The fourth example is in the Leather industry cluster. Both open and closed innovation 
(Chesbrough 2006) are adopted in this industry. Organisational innovation in the Leather 
industry cluster highlights the need for product innovation. Service innovation and 
administrative innovation are a minor focus. Service provision was only a minor concern 
because many businesses, particularly the smaller ones, have no need to develop service 
innovation. Each owner is focused mainly on product innovation, as this is more the 
nature of the business. These business owners must regularly design new products to be 
launched onto the markets. Aside from that, administrative innovation is low because the 
Leather businesses in the Samuthprakarn province are small and management does not 
require a complicated system or hierarchy to manage their employees. Instead, 
employees can contact and approach the owners directly. Open innovation is identified in 
the production process. Innovation by the type of technology is considered as open 
technology in the Leather industry cluster. Technology is demonstrated by a high 
emphasis on traditional technology. Engineering technology and information technology 
are of moderate focus. Traditional technology was relatively high because businesses in 
the Leather industry cluster mainly focus on traditional operational processes such as 
creating products by hand. Engineering technologies are in the form of machines such as 
colour tanning machines; tools and equipment such as cutters and scissors. Traditional 
machines are still being used at present. Information technology is only partially utilised 
in these companies, for information searches and administrative reasons.  
The last example is in the Petchkasem Textile and Garment industry cluster. Both open 
and closed innovation (Chesbrough 2006) are adopted in this industry. Organisational 
innovation in the Petchkasem Textile and Garment industry cluster demonstrated both 
open and closed innovation and is indicated with a high emphasis on product innovation. 
Service innovation and administrative innovation are of moderate focus. Products are 
created and sold to the customers, with little service provision offered. Both business 
owners tend not to create products en masse, and tend not to keep an inventory for 
future orders. The emphasis is more on quality and design, rather than quantity to 
ensure that no unnecessary costs are incurred. Administrative innovation receives little 
attention in the Petchkasem Textile and Garment industry cluster since these companies 
are run according to simple structures and processes. Open innovation is identified by 
types of technology in the Petchkasem Textile and Garment industry cluster 
demonstrated by a high emphasis on traditional technology. Engineering technology in 
the Petchkasem Textile and Garment industry cluster is more like traditional machinery 
such as looms and sewing machines. Some organisations include hydraulic technology. 
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Information technology is moderately highlighted by each business for the 
communication process, and searching for information via the Internet. Each business 
owner in the Petchkasem Textile and Garment industry cluster utilise a variety of IT tools 
and equipment as much as they can to help the communication process and business 
flow efficiently.   
Based on the analysis of all five clusters, organisational innovation highly emphasises 
product innovation. Administrative innovation is only highly emphasised in the Parawood 
industry cluster and the Car Materials industry cluster, based on the size of companies in 
these industries and of moderate focus in the First Craft Bangkok industry cluster, the 
Leather industry cluster and the Petchkasem Textile and Garment industry cluster. 
Service innovation is not a major focus because products are created and sold to the 
customers, with little service provision offered in four clusters in this research, which are 
the Parawood, First Craft Bangkok, Leather, and Petchkasem Textile and Garment 
industry clusters. Businesses in the Car Materials industry cluster require service 
innovation because they are large organisations and create products en masse and they 
have to compete with competitors in larger markets. Service innovation enables the 
businesses in the Car Materials industry cluster to differentiate themselves as a 
competitive advantage on the international markets. Innovation by the type of 
technology is highly emphasised through traditional technology in the First Craft 
Bangkok, Leather and Petchkasem Textile and Garment industry clusters. Engineering 
technology is highly emphasised in the Parawood industry cluster and Car Materials 
industry cluster, and moderately focused on in the First Craft Bangkok industry cluster, 
the Leather industry cluster and the Petchkasem Textile and Garment industry cluster. 
Information technology is only highly emphasised in the Car Materials industry cluster 
and is of moderate focus in the Parawood industry cluster, the First Craft Bangkok 
industry cluster, the Leather industry cluster and the Petchkasem Textile and Garment 
industry cluster. The story of the five clusters detail the technology (Chesbrough 2006; 
Thomas & Glenn 2008; Tornatzky & Fleischer 1990) and innovation (Agarwal et al. 2003; 
Chesbrough 2006) utilised in each business in each cluster. The adoption of technology, 
IT and innovation in the organisations in all five clusters contribute to improved business 
competency (Maria et al. 2007; Prahalad & Hamel 1990; Woodruffe 1993) and the 
improved business competency in the organisations can lead to increased business 
performance (Oke et al. 2007; Reijonen & Komppula 2007). As a consequence, higher 
performance levels can be achieved and higher profit levels can be expected.   
The five clusters highlight that organisational innovation and innovation by types of 
technologies is different in each cluster. The challenges or differences in organisational 
innovation and types of technology arise from the differences of organisational factors, 
technological factors, and environmental factors in each organisation.  
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In the extant literature, factors that affect innovation amongst all five industry clusters 
are highlighted leading to improved business competency and value creation in the Thai 
SMEs. These are summarised in Table 10-1. 
Table 10-1: A summary of organisational, technological and environmental factors that affect innovation in 
previous research and the Thai adjusted framework 
Research literature The Thai adjusted OTE framework 
 Organisationnal factors  
Size (number of employees) 
 
(Aguila-Obra & Padilla-Melendez 2006; Chuang et 
al. 2007; Kamal 2006; Lertwongsatien & 
Wongpinunwatana 2003; Thong & Yap 1996; Zhu 
et al. 2003) 
 Appropriate number of employees can lead an 
efficient span of control that leads to innovation 
because the business owners or CEOs will have 
sufficient time to invent creativities or idea for their 
business as well as be able to assign appropriate 
tasks to their employees. 
Culture (different background of employees) 
 
(Aguila-Obra & Padilla-Melendez 2006; Chuang et 
al. 2007; Kamal 2006) 
 Strong organisational culture, a guide through work 
processes by senior employees support innovation. 
Organisational structure and management style 
(to operate the business) 
 
(Aguila-Obra & Padilla-Melendez 2006; Chuang et 
al. 2007; Kamal 2006; Lin & Lin 2008) 
 
 In small and medium sized organisations, owners 
have to work closely with employees to share 
knowledge and ideas, and simplify work process. 
 In larger organisations, owners or CEOs have to base 
their organisational level on operational and 
production processes and appropriately allocate tasks 
assignments to lead innovations. 
Innovation capability (ability to create and 
improve products, and lead business to achieve 
profits)  
 
(Aguila-Obra & Padilla-Melendez 2006; Chuang et 
al. 2007; Kamal 2006; Lertwongsatien & 
Wongpinunwatana 2003; Lin & Lin 2008; Thong 
& Yap 1996) 
 The owner or CEO needs to have new ideas that lead 
to innovation by creating new products, inventing 
machines to create products, and improving 
operational and productions processes to save costs 
for their business. 
 Technological factors  
Relative advantages (benefits in utilising 
machines) 
 
(Aguila-Obra & Padilla-Melendez 2006; Chuang et 
al. 2007; Kamal 2006; Lertwongsatien & 
Wongpinunwatana 2003; Thong & Yap 1996; Zhu 
et al. 2003) 
 Technology helps the organisation to minimise costs, 
increase productivity, diminish waste, and improve 
the quality of products that lead to innovation. 
Design and engineering (design of machines 
utilising in the businesses) 
 
(Aguila-Obra & Padilla-Melendez 2006; Chuang et 
al. 2007; Kamal 2006; Lin & Lin 2008) 
 
 In small and medium sized organisations, use of 
world leading machine manufacturers and world 
recognised standards to guarantee the capacity of 
machines used lead to innovation because these 
machines helps the organisation to improve their 
operational and production processes.  
 In larger organisations, the use of world leading 
machine manufacturers and world recognised 
standards to guarantee the capacity of machines 
used lead to innovation because these machines 
helps the organisation to improve their operational 
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and production processes. 
Compatibility (the utilisation of old machines with 
new machines) 
 
(Aguila-Obra & Padilla-Melendez 2006; Kamal 
2006; Lertwongsatien & Wongpinunwatana 2003; 
Lin & Lin 2008; Thong & Yap 1996) 
 All machines can be used with new designs of 
machines that lead to innovation because the 
organisation can save cost of operational and 
production processes. 
Capacity of machines (utilisation of machines in 
the organisation) 
 
(Aguila-Obra & Padilla-Melendez 2006; Kamal 
2006; Lin & Lin 2008) 
 All of the machines are used at an appropriate 
capacity level that leads to innovation. i.e. for time 
management and project management. 
 Environmental factors  
Competition intensity (the competition 
environment in the industry) 
 
(Aguila-Obra & Padilla-Melendez 2006; Chuang et 
al. 2007; Kamal 2006; Lertwongsatien & 
Wongpinunwatana 2003; Lin & Lin 2008; Thong 
& Yap 1996) 
 Quality of products, raw materials, and variety of raw 
material sources leads to innovation as businesses in 
all five industry clusters have to find appropriate 
ways to improve their product quality to be able to 
compete their competitors in the market. 
Information intensity (availability of necessary 
information and the accessibility of information) 
 
(Aguila-Obra & Padilla-Melendez 2006; Chuang et 
al. 2007; Kamal 2006; Thong & Yap 1996; Zhu 
et al. 2003) 
 Accessibility of information leads to innovation 
improvement as each business owner has equal 
opportunity to access the information to improve 
their products, and operational and production 
processes. 
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Based on Table 10.1, Figure 10.3 is a modified OTE framework that has been adjusted to 
the Thai context. 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 10-3: Thai adjusted OTE framework 
In summary, based on the extant literature and the finding of this study, each business 
in the five industry clusters utilised all organisational, technological and environmental 
factors to drive their business to success. The organisational, technological, and 
environmental factors are also different and varied because of the differences in 
characteristics of industries and businesses. This study was conducted utilsing the OTE 
framework to understand factors that contribute to innovation leading to improved 
business performance in Thai SMEs. The study found that organisational factors, 
technological factors and environmental factors could contribute to the perception of 
innovation leading to improved business performance in all five industry clusters. 
Innovations in the study were found both via organisational innovation and technological 
innovation. Each business in all five industry clusters could use organisational and 
technological innovations, and enhance them to provide a business competency for their 
business, differentiating their products and operational management to increase business 
performance. This research is significant because only few studies exploring innovation, 
business performance and value creation in SMEs have been conducted in Thailand. The 
organisational, technological and environmental contexts were used to conduct studies in 
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countries such as the United Kingdom, Taiwan and China. These organisational, 
technological and environmental contexts are used to identify factors that can lead to 
enhanced business performance in Thai SMEs.    
Each business owner in the five clusters adopted IT. The use of IT has influenced the 
capability of each business owner to acquire information from the Internet. Each business 
owner in the five industry clusters can access the Internet from anywhere to collect 
necessary information that benefits their business. Kandampully (2002) studied the role 
of technology, knowledge and networks as interdependent factors and argued that 
―resources‖ are the culmination of various advances in knowledge. Technology facilitates 
the maintenance of networks with customers and partners inside and outside the firm. 
The use of IT and the Internet, specifically, was influenced by competition intensity in 
each cluster (Kandampully 2002). Each business owner has an equal opportunity to 
access the Internet source because the Internet is a wealth of information. IT adoption 
and the use of IT in organisations can enhance business performance by enabling 
business owners to collect information and use this information to create benefits for 
their business and enable them to compete with competitors in their industry, both 
locally and globally.  
What is significant from this analysis is that organisational innovation and technological 
innovation are observed in the Thai small and medium sized businesses. This happens to 
be the improved business competency of Thai SMEs. The business competency reviewed 
in Chapter 2.4 and could be identified in all five industry clusters in this research. The 
use of IT also enhances the business competency by supporting operational processes 
and management processes in each business, helping them to better operate their 
business. The level of IT use in each business is different. The general entrepreneurs did 
not know much about technology and how to utilise technology to benefit their business. 
In the five industry clusters, each business owner knew how to utilise technology and IT 
for their business whilst some knew only the basics of technology, such as the business 
owners in the Leather industry cluster. The business owners in the Leather industry 
cluster used little engineering technology and they also utilised IT only to search for 
information via the Internet and for communication purposes. This was because 
businesses in the Leather industry cluster are small in size and their capital investment is 
low. Each business in the Leather industry cluster does not require sophisticated 
operational processes for their business. 
The implementation of innovation management can result in quality performance and 
increase the efficiency level of a business. This research has highlighted the use of IT in 
the corporate environment, where each business in four of industry clusters, which are 
the Parawood, Car Materials, First Craft Bangkok and Petchkasem Textile and Garment 
industry clusters, utilised IT to simplify their work processes and systems; to search for 
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and acquire information through the Internet; and to facilitate communication processes, 
with the business competency of each organisation to generate value, drive the 
organisation towards business performance and efficiency by focusing and enhancing in 
the implementation of innovation in their organisation. However, businesses the Leather 
industry cluster only utilised IT for communication processes and searching for 
information through the Internet.  
According to the main research question: ‗What are the factors that contribute to the 
improved business performance of Thai SMEs?’, this research confirms that 
organisational, technological and environmental factors contribute to business 
performance in Thai SMEs.   
Specifically, the organisational factors found in this research that contribute to the 
perception of successful implementation of innovation leading to improved business 
performance in Thai SMEs are: the size of the organisation, culture, management style 
and organisational structure, and innovation capability within the organisation. The 
technological factors found in this research that contribute to the perception of successful 
implementation of innovation leading to improved business performance in Thai SMEs 
are: relative advantages, design and engineering, compatibility, and capacity of 
machines that were operated within the organisation. The environmental factors that had 
an impact to the perception of successful implementation of innovation leading to 
improved business performance in Thai SMEs are: competition intensity and information 
intensity. The next section discusses process improvements in Thai SMEs. 
10.4 Process improvements in Thai SMEs 
The process improvements to operate innovation enhancement in the Thai SMEs were 
based on the organisational, technological and environmental factors within the 
organisation to develop and improve the organisation to create a competency for the 
organisation to differentiate their products, services and operational processes against 
their competitors. The organisational innovation and technological innovation must be 
investigated as they can lead the organisation to be able to efficiently implement 
successful innovation leading to improved business performance in their organisation. 
The process improvements for innovation enhancement in the Thai SMEs can be 
concluded that:  
Firstly, as previously discussed, organisational, technological and environmental factors 
have been studied in other countries such as the United Kingdom, Taiwan and China. No 
research has been conducted in Thailand to identify important factors that can be 
implemented and which lead to improved business performance in Thai SMEs. The 
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information derived in this research can be used as a basis and applied to other clusters 
or industries in the future.  
Secondly, this research has demonstrated a variety of contributions building on the 
existing literature through the findings of this research. Contributions have been made 
for academics and practitioners by being able to clearly understand the perspectives, 
descriptions and results of organisational, technological and environmental factors that 
can lead to the development of innovation in the organisation, impacting business 
performance. Specifically, the factors identified in this research can be modified to suit 
the culture of each country that these factors will be implemented in; in this case, it has 
been Thai SME‘s, which have not yet received any attention in regards to those factors in 
the existing literature.  
Thirdly, previous literature described and explained innovation and technology broadly. 
This research has provided clear and precise definitions on innovation and technology, 
thus enabling researchers and practitioners alike to study or investigate this phenomenon 
in detail to understand them and able to apply and generalise about the group, process, 
activity, and situation in Thai SMEs. 
Fourthly, this research contributes to the knowledge building for Thai SMEs. Previous 
studies on technology, innovation and improved business competency in Thai SMEs has 
been neglected in the literature. This research also provides a better understanding to 
researchers and practitioners in identifying the organisational, technological and 
environmental factors for Thai SMEs for improving their business performance. 
Innovation and value creation for Thai SMEs was also identified to be able to facilitate 
and help them to enhance their improved business competencies for future success. In 
addition, Thai SMEs would be able to use these findings as a guide to understanding their 
organisation, emphasising and highlighting their innovation capabilities and implementing 
innovations in the right direction that can lead to an increase in business performance.  
Fifthly, both researchers and practitioners can use the findings of this study in other 
clusters and industries in SMEs in Thailand as well as other types of businesses in 
Thailand and other countries to improve or enhance their business performance. This is 
because researchers and practitioners can select, investigate or develop new factors 
based on the OTE framework to suit the business environment in their country. 
Finally, previous studies were conducted using the mixed research method but this 
research was conducted by using qualitative method and interviews, which allowed the 
researcher to collect rich information directly from the business owners. Information 
derived from business owners has provided useful details for practitioners to analyse and 
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use the results to benefit their SME in Thailand to strengthen themselves and enhance 
value creation from within their organisation.  
In order to successfully implement innovation leading to improved business performance 
in the Thai SMEs, limitations of the implementation of innovation management must be 
investigated, which is discussed in the following section. 
10.5 Limitations of the study 
All research studies have certain limitations and limitations can alter the outcomes of the 
research. The case studies used in this research has been questioned in terms of the 
generalisability of the results to identify factors that contribute to improved business 
performance in Thai SMEs (Yin 2008). Therefore, firstly, time constraints were one of 
limitations for the researcher to organise interviews with business owners in different 
industries. The researcher used connections from a government officer from the Ministry 
of Industry, Thailand to contact and identify interviews with business owners or 
managers from different industries.   
Secondly, five cases were investigated, with only three companies in each case, and each 
case representing one industry. There is the question as to whether the information 
gathered from only three companies could represent a whole industry. In this regard, the 
Ministry of Industry in Thailand provided the researcher with an assistant who helped 
with the selection of clusters and with contacting the cluster members for the interviews. 
In each cluster, one participant was the cluster leader and the others were cluster 
members. The cluster leaders had extensive experience, which was noted by the Director 
of the Cluster Development Division in the Thai Ministry of Industry. In addition, the 
objective of qualitative research is not to generalise to a population, but rather to 
generate theory, which can then be tested by positivist researchers in future studies 
(Creswell 2008; Yin 2008). Qualitative research can also provide confirmatory evidence 
of existing theory (Creswell & Miller 2000; Creswell 2008; Yin 2008). In this research, in-
depth, semi-structured interviews were primarily used to collect data to gain insight into 
the participants‘ current constructions of their feelings, motivations, and concerns, their 
reconstructions of past collaborative experiences in their business, and their projections 
of collaborations in the future (Given 2008; Kvale & Brinkmann 2008).   
Thirdly, initially the participants were concerned about providing information that might 
be accessed and used by their competitors, even though the participants were contacted 
by a representative of the Ministry of Industry prior to the interviews. The interviewees 
from the small organisations were afraid that the information they were to share would 
not be kept confidential and could be forwarded to their competitors, but by the end of 
the interview all interviewees felt more confident that all information would be kept 
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confidential. Some of the interviewees were a little defensive at the start of the interview 
but became more relaxed by the end. As such, this in turn was not a significant limitation 
as it was monitored by the researcher.   
Finally, another limitation of this study is the potential for biased interpretation. Such 
bias can be caused by the researcher interpreting the findings through the lens of their 
own background and perspectives. The bias could also be generated by the participants 
in the interviews (Kvale & Brinkmann 2008; Oppenheim 2001), or could occur because 
the participants did not wish to tell the whole story or the truth, potentially leaving out 
important information. Such bias is commonly found in the organisational or business 
interviews but this was not the case in this research. Each business owner was high 
cooperative and attempted to provide information as much as they could. However, in 
relation to this, Chapter 3.5 highlighted some issues of validity, reliability and 
creditability in an effort to minimise the potential bias of this study.  
Although these limitations have been identified, the findings have not been affected as 
they can be justified and interpreted by the hermeneutic cycle as explained in Chapter 
3.4 and represented in Figure 3.1. The following section discusses the implications of this 
research for practice.  
10.6 Implications for practice 
The outcomes of this study have identified some implications for practice, where the 
current research can provide a better understanding of important factors in the 
organisational, technological, and environmental context that lead to organisational 
innovation and innovation by the type of technology. Firstly, it should be noted that 
knowing organisational innovation and innovation by the type of technology can assist 
the organisation to understand their business competency and organisations can use IT 
to drive their business competency to increase business performance more efficiently.  
Secondly, this research has shown that organisational factors comprise of: the size of 
organisation, culture, organisational structure and management styles, and innovation 
capability. Technological factors comprise of the relative advantage, design and available 
technologies, compatibility, reliability, and capacity of machines. Then, environmental 
factors include informational intensity and competition intensity. Managers or CEOs have 
to understand their business and their position in the industry and use organisational and 
technological factors to enhance their business capability and their business competency 
to differentiate their products and business, be able to compete with, or be ahead of, 
their competitors. The theory used in this research guides the organisation to understand 
their business and identify their business competency, enabling them to enhance them to 
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successfully implement the innovation in their organisation, thus resulting in increased 
business performance.    
Thirdly, the results confirm that organisational, technological and environmental factors 
have a positive effect on innovation management, process and organisational 
performance. While it was found that the OTE framework has an effect on process 
innovation or innovation management, appropriate technology and IT also has an impact 
on the implementation of innovation leading to improved business performance in the 
organisation. Overall, the findings reiterate that organisational, technological and 
environmental factors studied in this research are the drivers for successful innovation in 
the Thai small and medium-sized organisations.  
The practical implications of the findings of this research for businesses, particularly 
SMEs, are: 
 Nurturing a positive organisational culture will provide a good environment that 
enables people of different backgrounds to work harmoniously together. 
 All reports of work progress should be made directly to the owner as SMEs are not 
big organisations. This enables the business owner to make decisions for the 
business efficiently. Some decisions require immediate action, such as financial 
issues the business owner may have to seek urgent funds to increase the 
investment capability of the business.  
 Product innovation is needed to differentiate a company‘s products from those of 
its competitors. 
 Machinery should be utilised at maximum capacity to minimise operational costs 
and decrease the cost of machines, or those machines could be used in other 
ways to increase higher profit levels: for example, by leasing the machinery to 
smaller organisations.   
 Technology, IT, and innovation adoption should be of major concern of owners or 
managers of SMEs as utilising machines, IT, and new ideas could benefit the 
operation of the business by increasing operational capability and performance of 
the business. 
 Organisations should find their strengths from the proposed three factors by 
studying or investigating their facilities and performance in their organisation to 
generate the business competencies of the organisation (Prahalad, C. K. & Hamel, 
G. 1990; Vic & Kaussar 2001). 
 Organisations should be kept as small as possible. Larger organisations tend to 
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experience a range of problems such as conflict with laws and policies, 
management problems and problems related to business operations. 
The next section discusses implications for future research. 
10.7 Implications for future research 
This research contributes to our understanding of the nature of Thai SMEs, and 
specifically, the organisational and technological innovation factors that lead to 
perceptions of the successful implementation of innovation and improved business 
performance in Thai SMEs. By enhancing our understanding of these organisational and 
technological innovation factors, this research contributes to potential future research in 
the following areas based on the current research: 
Firstly, future research could focus on the other two major categories of activity for 
SMEs, service and trading (both wholesale and retail), by utilising a similar framework in 
order to provide the Thai government sector with information on the characteristics and 
needs of Thai SMEs. This information will assist the Thai Government to develop 
appropriate policies that better support Thai industries (Dittmer 2008; Soonthornthada & 
Sevilla 2000), which will help Thai SMEs survive further political issues, as well as the 
fiercely competitive environment (Dittmer 2008; Thai 2007).    
Secondly, this study can be used as a basis for further research that explores Thai SMEs 
in relation to other organisational, technological and environmental factors, or other 
industries, using a qualitative approach. There are still some industries in Thailand such 
as food, handicrafts, small retail, tourism, accommodation, and services that need help 
from both private and government sectors to support them to survive in their respective 
industry. The OTE framework can be applied to further these industries to understand the 
factors that can contribute to perception of successful implementation of innovations 
leading to improved business performance in other types of Thai SMEs or micro 
organisations. 
Thirdly, this study could also be used as a basis from which to further investigate Thai 
SMEs by using a quantitative approach via surveys, and thus include a greater number of 
organisations and industries. A larger number of organisations and industries would 
increase the generalisability of the results for this research area (Neuman 2006).   
Fourthly, leadership was not explicitly discussed in this research because the interviews 
were conducted with business owners or Chief Executive Officers (CEO). The business 
owner or CEO did not discuss their leadership area. Future research could focus on 
employees perspectives to understand the role leadership in Thai SMEs. 
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Finally, this research could form the basis for similar research in other countries, whether 
through a qualitative or quantitative approach to understand if the OTE framework is 
appropriate to their country and business environment, and whether the OTE framework 
can drive small and medium sized enterprises to succeed.    
10.8 Conclusion  
In conclusion, the research findings demonstrate that technology and innovation have 
developed substantially in the current global business environment, which has resulted in 
rapid technological change, in turn leading to an increase in radical innovations in 
organisations today (Maria et al. 2007). Within this context, understanding the origins of 
value creation is vital and needs to be explored further, especially for SMEs in a 
developing country such as Thailand. Five case studies were undertaken to demonstrate 
the organisational, technological, and environmental factors that can contribute to the 
perception of successful implementation of innovation in the Thai SMEs. 
The results of this research have revealed the technological, organisational and 
environmental factors that contribute to the perceptions of successful implementation of 
innovation that lead to business performance in all cases in this study. This research has 
resulted in three outcomes. 
Firstly, the five case studies industry clusters demonstrate that, in the midst of high 
competition intensity and high levels of IT adoption, businesses need to focus on their 
operations. Having sufficient financial investment alone cannot contribute to the success 
of an organisation. Various other factors such as human resources, complexities in 
organisational and technological components, support in the organisation, and 
collaboration should also receive attention. The adoption of innovation is proposed in this 
research where innovation is comprised of organisational factors, technological factors 
and environmental factors. These three factors then generate the business competencies 
of organisations to increase their business performance.  
Secondly, the current literature and previous research on Thai SMEs are limited and lacks 
information detailing the improved business competencies in Thai SMEs because the 
literature generally discusses improved business competency in specific organisations 
and business competencies were broad in their approach. This research has investigated 
details of the improved business competency and found factors that could drive business 
to succeed in their industry. The improved business competency of the organisation could 
be derived from the OTE framework and contribute to an understanding of organisational 
innovation and technological innovation. In terms of organisational innovation, each 
organisation has to understand whether product, service, or administrative innovation or 
the combination of the three organisational innovations on enhance their business 
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performance and business competency in their organisation. The technological innovation 
by the type of technology; traditional technology, engineering technology and 
information technology were highlighted in this research and they can be enhanced as a 
business competency to the organisation for perceptions of successful implementation of 
innovation leading to improved business performance in the Thai SMEs. 
Thirdly, the results of this study may be re-evaluated in the context of other industries or 
using other methodologies. The current study has identified that the extensive 
experience of business owners enables their business to survive. In this regard, new 
business entrants will face difficulties and obstacles in operating their business if they 
lack the required knowledge of the industry, lack management capability, or lack 
innovation capability.   
The findings of this research can assist both practitioners and researchers to better 
understand the characteristics of Thai SMEs, and the organisational innovation, 
technological innovation and environmental factors that contribute to the perception of 
successful implementation of innovation leading to improved business performance in 
these companies. Finally, it is recommended that further research be conducted in this 
area, using other methodologies, and which includes different sample populations from 
different industries and countries, to increase the generalisability of the results for this 
research area.   
This research has showed that the organisational, technological and environmental 
factors affect innovation differently in different industry clusters. Some industry clusters 
share similarities of factors that lead to innovation and some demonstrate differences 
among them. This research highlighted that the OTE framework can be applied within the 
Thai context and the OTE framework can be adapted to appropriate use with businesses 
in Thai SMEs. This research presented a modified Thai model OTE framework, which can 
be applied to other industry clusters and larger businesses in Thailand. 
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A1. Plain Language Statement (English) 
INVITATION TO PARTICIPATE IN A RESEARCH PROJECT 
PPROJECT INFORMATION STATEMENT 
 
Project Title: 
Value Creation through Core Competency Enhancement in Thai SMEs 
 
Investigator: 
Mr. Phoommhiphat Mingmalairaks (PhD Candidate, RMIT University, 
phoommhiphat.mingmalairaks@ems.rmit.edu.au, +613 9925 1688) 
 
Dear Participant 
You are invited to participate in a research project being conducted by RMIT University.  
This information sheet describes the project in straight forward language.  Please read 
this sheet carefully and be confident that you understand its contents before deciding 
whether to participate.  If you have any questions about the project, please contact the 
investigator. 
 
This research is being conducted by Mr. Phoommhiphat Mingmalairaks from the Graduate 
School of Business at RMIT University.  The aim of this research is to investigate the 
technological, organizational and environmental factors that contribute to the perceptions 
of successful implementation of innovation management in Thai SMEs.  The research 
findings would contribute to a better understanding of Thai SMEs, their natures and 
characteristics, and understand factors that could lead to perception of successful 
implementation for management.  This research project has been approved by RMIT 
Human Research Ethics Committee.  The research is funded by RMIT University. 
 
You have been selected as a participant and you have been identified as you are a key 
member of a Thai SME. 
 
This research will explore the following question: 
 What are the technological factors, organizational factors contributing to the 
perceptions of successful implementation of innovation management in Thai 
SMEs? 
 
Approximately 60 owners or managers of Thai SMEs in the Industrial Estates of Thailand 
in the central and eastern regions of Thailand will be approached to participate in this 
study for an interview.  The interview will be digitally recorded, subject to your consent, 
to ensure the accuracy of the transcript of the interviews.   
 
If you agree to participate in this interview, you will need to sign the attached informed 
consent form and return to the investigator prior to the start of the interview.  The 
interview will consist of open-ended questions.  It will last approximately one hour and 
will be digitally recorded, with your permission.  Examples of the questions asked are: 
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1) What are the key technologies used in your organization and what were 
the criteria used to select these technologies for your organization? 
2) Do you think that technological factors could contribute to the perception 
of successful implementation of innovation management in your 
organization?  What are they? How? 
 
Your responses to the questions will be captured via an audio recording of the interview, 
only with your permission.  All information gathered during the course of this research, 
including your responses, will be securely stored for a period of 5 years in the Graduate 
School of Business, RMIT University and can only be accessed by the researcher.  After 
five years, all data will be destroyed.  The data collected will be analyzed and results 
published in academic journals and conferences without including information that can 
potentially identify either you or your firm.   
 
There are no foreseen risks associated with your participation in this research project as 
we seek only your comments and opinions regarding your understanding and practical 
experiences in your organisation. Additionally, you have one week to read through this 
plain language statement before undertaking the interview.  This will give you time to 
evaluate whether or not you wish to participate in this study.  There are no penalties if 
you decide not to participate.  The benefits of participating in this research include an 
understanding of technological factors, organizational factors that contribute to the 
perceptions of successful implementation of innovation management and enabling 
improvements in SMEs through innovation enhancement. You may elect to review a 
summary of the result of the study.  In order to do so, I will send you an electronic copy 
after completion of the project.   
 
Any information that you provide can be disclosed only if (1) it is to protect you or others 
from harm, (2) a court order is produced, or (3) you provide the researcher with written 
permission.  
 
Your participation in this research is voluntary.  As a participant, you have the right (a) 
to request digitally recording cease at any stage during the interview (b) to withdraw 
from the interview at any stage or at any point of time, (c) to have any unprocessed data 
withdrawn and destroyed, provided it can be reliably identified, and provided that so 
doing does not increase the risk for the participant; and have any questions answered at 
any time.  
 
If you have any questions or enquiries at any time about the interview or procedures in 
your participation of the project, you can contact Phoommhiphat Mingmalairaks by email: 
at phoommhiphat.mingmalairaks@ems.rmit.edu.au, and Dr. Konrad Peszynski by email: 
at  konrad.peszynski@ems.rmit.edu.au.  Otherwise, you could directly contact the 
secretary, Portfolio Human Research Ethics Sub-committee, Business Portfolio, RMIT on 
telephone: (61 3) 992 5594 or email: rdu@rmit.edu.au.   
 
Sincerely yours, 
  
Phoommhiphat Mingmalairaks   
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A. 2 Plain language statement (Thai) 
ข้อช้ีแจงทัว่ไปเกี่ยวกบัโครงการวจัิย 
 
หัวข้อวจัิย การศึกษาเก่ียวกบัการสร้างมูลค่าใหก้บัธุรกิจจากความเช่ียวชาญหลกัทางธุรกิจ ของธุรกิจ
ขนาดกลางและขนาดยอ่มในประเทศไทย 
 
สถานทิว่จัิย School of Business Information Technology, RMIT University, Australia 
 
บุคลากร นายภูมิพฒัณ์ ม่ิงมาลยัรักษ ์(นกัศึกษาระดบัปริญญาเอก ผูด้  าเนินการวจิยั) 
  Phoommhiphat Mingmalairaks E-mail: e69793@ems.rmit.edu.au 
      Tel:  +66 89998 4948 
Tel:  +61 4 3034 5548 
 
Dr. Konrad Peszynski  อาจารยท่ี์ปรึกษา  
      E-mail: konrad.peszynski@rmit.edu.au 
Tel:  +61 3 9925 5808 
 
โครงการวจิยั เป็นไปตามท่ีก าหนดในหลกัสูตร Doctor of Philosophy ซ่ึงไดรั้บความเห็นชอบให้
ด าเนินการวจิยัได ้ และแบบสอบถามไดรั้บการรับรองใหใ้ชไ้ด ้ จากคณะกรรมการจริยธรรมการวจิยัท่ี
เก่ียวขอ้งกบัมนุษย ์(Human Research Ethics Committee—HREC) ณ ส านกังาน RMIT 
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23 มิถุนายน 2551 
 
เรียนท่านผูจ้ดัการ 
 
ขา้พเจา้นายภูมิพฒัณ์ ม่ิงมาลยัรักษ ์ นกัศึกษาปริญญาดุษฎีมหาบณัฑิต (ปริญญาเอก) สาขาบริหารธุรกิจ 
บณัฑิตวทิยาลยั RMIT University กรุงเมลเบิร์น ประเทศออสเตรเลีย โดยมีอาจารยท่ี์ปรึกษาสองท่านคือ Dr.Konrad 
Peszynski และ Professor Peter Sheldrake ท าการศึกษาหวัขอ้ “Value Creation through Core Competency Enhancement 
in Thai Small and Medium sized Enterprises (SMEs)”  ขา้พเจา้จึงขอความอนุเคราะห์จากท่านร่วมในการศึกษาคร้ังน้ี 
โดยมุ่งเนน้ในการศึกษาความเขา้ใจของจุดเร่ิมตน้และท่ีมาในการสร้างคุณค่า (value creation) ปัจจยัหลกัขององคก์าร
เป็นส่ิงส าคญั ซ่ึงตอ้งศึกษาใหเ้ขา้ใจโดยถ่องแท ้และมุ่งเนน้เพ่ือศึกษาถึงกระบวนการท่ีวสิาหกิจขนาดกลางและขนาดยอ่ม 
น ามาใชใ้นการสร้างมูลค่าจากแหล่งวตัถุดิบท่ีมีอยู ่และกระบวนการเพ่ิมศกัยภาพการผลิตใหดี้ข้ึน  
ในระหวา่งการสมัภาษณ์ จะมีการบนัทึกเทปเพ่ือสร้างความแม่นย  าในการเก็บขอ้มูล การสมัภาษณ์ตอ้งการเพียง
ความคิดเห็นและขอ้เสนอแนะท่ีเกิดจากความเขา้ใจ และประสบการณ์เชิงปฏิบติัของท่านในองคก์าร ท่านจะไดรั้บ
บทสรุปยอ่จากการสมัภาษณ์คร้ังน้ีภายหลงัจากท่ีท่านไดใ้หก้ารสมัภาษณ์แลว้ บทสรุปในการสมัภาษณ์จะท าใหท่้านไดเ้ห็น
ภาพรวมถึงปัจจยัส าคญั ท่ีสนบัสนุนองคก์ารของท่านใหป้ระสบความส าเร็จ อยา่งไรก็ตาม ท่านมีสิทธิในการ ก) 
ปฏิเสธการบนัทึกเสียงไดใ้นทุกเวลา ข) ปฏิเสธการสมัภาษณ์ไดทุ้กเวลา ค) ขอใหมี้การยกเลิกหรือใหท้ าลายขอ้มูลท่ี
ท่านไดใ้หส้มัภาษณ์ ในกรณีท่ีท่านคิดวา่เกิดความเส่ียงข้ึนจากการใหข้อ้มูลของท่านไดทุ้กเวลา และ ง) สอบถามผูว้จิยั
ไดทุ้กเวลา ขอ้มูลท่ีไดรั้บจากการสมัภาษณ์จะถูกเก็บรักษาไวอ้ยา่งเป็นความลบั อยา่งไรก็ตาม ขอ้มูลท่ีถูกบนัทึกเป็นงาน
เขียนการวจิยัปริญญาดุษฎีมหาบณัฑิต (ปริญญาเอก) หรือบทความทางวชิาการท่ีเก่ียวขอ้ง จะไม่มีการเอ่ยนามของทุก
องคก์าร โดยปราศจากค ายนิยอมขององคก์ารนั้นโดยเดด็ขาด 
งานวจิยัน้ี ตอ้งผา่นการตรวจสอบจากคณะกรรมการการตรวจสอบนโยบายดา้นศีลธรรมของมหาวทิยาลยั RMIT 
University หากท่านมีค าถามใดท่ีเก่ียวขอ้งกบัการสมัภาษณ์หรือกระบวนการวจิยั ท่านสามารถติดต่อผูว้จิยั นายภูมิพฒัณ์ 
ม่ิงมาลยัรักษ ์ ไดโ้ดยทางอีเมลล ์ ท่ี phoommhiphat.mingmalairaks@ems.rmit.edu.au หรือ Dr. Konrad Peszynski 
โดยทางอีเมลล ์ ท่ี  konrad.peszynski@ems.rmit.edu.au เพ่ือความกระจ่างในความสงสยัของท่านท่ีอาจมีเพ่ิมเติม หรือ
ติดต่อฝ่ายเลขานุการ รองคณะกรรมการฝ่ายศีลธรรมในการวจิยัของมหาวทิยาลยั RMIT University ไดโ้ดยตรงท่ีเบอร์
โทรศพัท ์ (61 3) 992 5594 หรือโดยทางอีเมลลท่ี์ rdu@rmit.edu.au  
 
ขอขอบคุณทุกท่านเป็นอยา่งสูง ในการใหค้วามร่วมมือ และสนบัสนุนโครงงานการวจิยัในคร้ังน้ี 
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ขอแสดงความนบัถืออยา่งสูง  
 
 
ภูมิพฒัณ์ ม่ิงมาลยัรักษ ์ 
PhD Candidate (MBA, BA.) 
Graduate School of Business 
Business Portfolio 
RMIT University 
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A3. Interview question (English) 
 
The Questions are divided into five sections as follows: 
 
 
Section 1: 
 
      Description about the company: 
 
1. What is your type of business?  
2. Why do you select to invest in this type of business? 
3. How long has this business been in operation? 
4. How many employees are employed in your organization? How many FT/PT? 
5. How much is capital registered for this business investment? 
6. Where were the sources of investment? 
(How many percentage from own investment/ financial institution?) 
 
Section 2: 
 
      Description of technologies that are utilized at the company: 
 
1. Do you think that technology is important for an organization‘s success?  Please 
explain why. 
2. What are the key technologies used in your organization and what were the 
criteria used to select these technologies for your organization? 
3. What types of technologies are planned to be used in the next 3-5 years?  What 
criteria will be used to select these technologies for your organization? 
4. How much emphasis is placed on these technologies in your organization? 
5. Do you think that technological factors could contribute to the successful 
implementation of innovation management? Why? How? 
 
 
Section 3: 
 
      Factors contributing to the perception of successful implementation of 
innovation management: 
 
1. Do you think that organizational factors could contribute to the perception of 
successful implementation of innovation management in your organization? What 
are they?  How? 
2. Does the organization define success on the basis of the development of human 
resources, teamwork, employee commitment and concern for people?  
3. How does the organization define success? 
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4. Do you think that technological factors could contribute to the perception of 
successful implementation of innovation management in your organization? What 
are they?  How? 
5. How does the organization define success by utilizing technologies? 
6. How has competition affected your business?  Please also explain the current 
competition environment that affects the enterprise in developing products, 
services or processes. 
7. Do you think that it is easy for new businesses to enter the market/industry?  
Why? 
8. Is there any opportunity that the customers could switch their preference to other 
competitors?  Why? 
9. Is it competitive to get raw materials? Is it enough resources? 
 
 
10. How has information technology affected your organization?  Please explain. 
11. Why is it important to your organization to maintain a competitive advantage in 
utilizing technologies? 
12. What are internal and external information technologies that your organization 
has been utilizing? 
13. Do you consider making more investment in information technology in the near 
future?  Why? 
 
Section 4: 
 
      Innovations: 
 
1. Are these organizational factors helped enhancing product/ services or processes 
(or any combination) /   promoted employees to share information with one 
another, learning environment, and teamwork /  factors influenced your 
organization achievement towards the goals How? 
2. Are these organizational factors helped enhancing product/ services or processes 
(or any combination) / promoted employees to share information with one 
another, learning environment, and teamwork in your organization?  How? 
3. Are these technological factors provided new capabilities? How? 
4. Do these technologies increase productivities in the organization?  How? 
5. Are these technological and organizational factors different than other 
competitors?  How? 
6. How the organizational and technological factors help you to decrease the cost 
for your organization?  
7. Do you think that your organization has built up good relationship between 
employees and customers?  How? 
 
Section 5: 
 
      Recommendations and suggestions: 
 
1. Are there any suggestions about organizational and technological factors that you 
would like to discuss? 
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A4. Interview question (Thai) 
 
ส่วนที ่1:  ค าถามทัว่ไปเกีย่วกบับริษัท 
 
- ลกัษณะของธุรกิจและเหตุผลท่ีเลือกประกอบธุรกิจประเภทน้ี 
- ระยะเวลาท่ีด าเนินธุรกิจและกลุ่มลูกคา้หลกั 
- จ านวนของพนกังาน (Full time และ Part time) 
- ทุนจดทะเบียนของบริษทัและแหล่งท่ีมาของเงินลงทุน 
 
ส่วนที ่2: ค าถามเกีย่วกบัเทคโนโลยทีีใ่ช้ในบริษัท 
 
6. ตามความคิดเห็นของท่าน เทคโนโลยมีีความจ าเป็นต่อความส าเร็จของบริษทัหรือไม่ อยา่งไร 
7. มีเทคโนโลยหีลกัชนิดใดบา้งท่ีน ามาใชใ้นบริษทัของท่าน และท่านใชห้ลกัการใดในการพิจารณาเลือกเทคโนโลยี
ดงักล่าวมาใชใ้นบริษทัของท่าน   
8. ท่านวางแผนท่ีจะน าเอาเทคโนโลยปีระเภทใดมาใชใ้นองคก์ารของท่านในอนาคต 3 – 5 ปีขา้งหนา้ และท่านใช้
หลกัการใดในการพิจารณาเลือกเทคโนโลยดีงักล่าวมาใชใ้นบริษทัของท่าน   
9.  ท่านมีความตระหนกัถึงการน าเอาเทคโนโลยดีงักล่าวมาใชอ้ยา่งไร 
10. ตามความคิดเห็นของท่าน ท่านคิดวา่เทคโนโลยมีีบทบาทส าคญัในการท าใหอ้งคก์ารของท่านประสบความส าเร็จ
ในภาคปฏิบติัจริงหรือไม่ อยา่งไร  
 
ส่วนที ่3: ปัจจยัทางด้านองค์การทีน่ าไปสู่ความประสบความส าเร็จในภาคปฏิบตัใินการจดัการเชิงนวตักรรม         
 
14. ท่านคิดวา่ปัจจยัดา้นองคก์ารใดมีความส าคญัท่ีจะน าไปสู่ความประสบความส าเร็จในการก่อใหเ้กิดการจดัการเชิง
นวตักรรม และอยา่งไร   
15. ทรัพยากรบุคคล การท างานร่วมกนัเป็นทีม ความรับผดิชอบของพนกังาน มีส่วนส าคญัในการท าใหอ้งคก์ารของ
ท่านประสบความส าเร็จหรือไม่ อยา่งไร    
16. องคก์ารของท่านตระหนกัถึงความส าเร็จขององคก์ารอยา่งไร   
17. ท่านคิดวา่ปัจจยัทางดา้นองคก์ารมีบทบาทส าคญัในการท าใหอ้งคก์ารของท่านประสบความส าเร็จในภาคปฏิบติั
จริงหรือไม่ อยา่งไร  
18. ท่านคิดวา่สภาพการแข่งขนัของธุรกิจในปัจจุบนัมีผลกระทบต่อองคก์ารของท่านหรือไม่ อยา่งไร   
19. ดว้ยสภาพการแข่งขนัในปัจจุบนั ท่านมีความคิดเห็นวา่ธุรกิจใหม่ท่ีเกิดข้ึนมามีผลต่อสภาพการแข่งขนัของธุรกิจ
ท่านหรือไม่ และธุรกิจใหม่ท่ีเกิดข้ึนมาจะสามารถยนืหยดัในสภาพการณ์ของการแข่งขนัในปัจจุบนัไดห้รือไม่   
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20. เน่ืองจากสภาพการแข่งขนัในปัจจุบนัสูง ท่านมีความมัน่ใจอยา่งไรในการท่ีจะท าใหลู้กคา้ของท่านยดึมัน่และ
เช่ือถือในสินคา้และบริการขององคก์ารท่าน   
21. ท่านมีแหล่งท่ีมาของทรัพยากรการผลิตเพียงพอหรือไม่? 
22. ปัจจยัทางดา้นขอ้มูลข่าวสารมีผลกระทบต่อองคก์ารของท่านอยา่งไร   
23. การสร้างความมัน่คงและการสร้างโอกาสในการแข่งขนัขององคก์ารท่าน โดยการน าเอาเทคโนโลยมีาใช ้  มีความ
จ าเป็นหรือส าคญัเช่นไรบา้ง 
24. เทคโนโลยขีอ้มูลข่าวสารทั้งภายในและภายนอกองคก์ารของท่านท่ีน ามาใชมี้อะไรบา้ง และมีประโยชน์อยา่งไร
บา้ง    
25. ท่านวางแผนท่ีจะน าเอาเทคโนโลยทีางดา้นการส่ือสารมาใชใ้นอนาคตอยา่งไรบา้ง   
 
ส่วนที ่4: นวตักรรม 
 
8. ปัจจยัทางดา้นองคก์ารเช่น การท างานร่วมกนัเป็นทีม องคก์ารการเรียนรู้ การแบ่งปันขอ้มูล จะช่วยสร้าง
นวตักรรมและส่งเสริมการผลิตสินคา้และบริการ ใหอ้งคก์ารของท่านอยา่งไร   
9. ปัจจยัเหล่าน้ีช่วยส่งเสริมในการสร้างนวตักรรมใหแ้ก่องคก์ารของท่านหรือไม่ อยา่งไร 
10. เทคโนโลยเีหล่าน้ีสร้างโอกาสและความสามารถในการท างานใหแ้ก่องคก์ารของท่านหรือไม่ อยา่งไร   
11. เทคโนโลยช่ีวยสร้างศกัยภาพในการผลิตใหอ้งคก์ารของท่านหรือไม่ อยา่งไร   
12. เทคโนโลยท่ีีท่านใชแ้ตกต่างจากคู่แข่งขนัทางการคา้ขององคก์ารของท่านหรือไม่ อยา่งไร 
13. เทคโนโลยท่ีีท่านใชส้ามารถช่วยใหอ้งคก์ารของท่านลดตน้ทุนการผลิตมากนอ้ยเพียงใด  
14. เทคโนโลยท่ีีท่านใชส้ร้างความสมัพนัธ์อนัดีระหวา่งพนกังานและลูกคา้หรือไม่อยา่งไร  
 
ส่วนที ่ 5: ความคดิเห็นเพิม่เตมิ  
 
1. ท่านมีความคิดเห็นเพ่ิมเติมอยา่งอ่ืนอีกหรือไม่   
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Appendix B  
EXAMPLE OF TRANSCRIPT, TRANSLATION, 
AND THEMETIC CODING 
  B1 Interview (in Thai) 
  B2 Interview (in English) 
  B3 Thematic Coding  
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B1. Interview (Thai) 
 
ถาม ขอแนะน าตวัอยา่งเป็นทางการอีกคร้ังแลว้กนันะครับผม ผมช่ือภูมิพฒัน์  น่ิมมาลยัลกัษณ์ รับทุนรัฐบาลไทยจาก
กระทรวงวิทยาศาสตร์และเทคโนโลย ี ไปศึกษาทางดา้นการจดัการเทคโนโลยท่ีีประเทศ ออสเตรเลียครับ ท่ีมหาวิทยาลยั 
RMIT University .......อนัน้ีกจ้ะเป็นฉบบัภาษาองักฤษก็จะง่ายนิดหน่ึง ตวัอยา่งค  าถามท่ีเป็นภาษาองักฤษ แลว้ก็ขอบเขต
เหมือนกนัครับ แปรมาจากองักฤษ ค  าถามส่วนใหญ่ก็จะเป็นลกัษณะทัว่ไปนะครับวา่  เน่ืองจากวา่ตอ้งการท่ีจะพฒันา 
ศกัยภาพในเร่ืองของ SME มีการผลกัดนัไปในทิศทางท่ีดีข้ึน แลว้ปัจจุบนั SME ของคนไทยค่อนขา้งมีปัญหาเป็นอยา่ง
เยอะ ก็เลยเขา้ไปคุยกบัท่าน ผอ.ฟ้า ท่านก็เลยแนะน าวา่ อยา่ไปดูเลยในของท่ีนิคมอุตสาหกรรมเพราะว่าตรงนั้นจะเป็น
ค่อนขา้ง Scale ใหญ่ แลว้ก็จะดูในส่วนของ SMEs ท่ีเป็น Large corporation ก็เลยมานัง่มองดูว่าอาจารยศึ์กษาในส่วนของ 
Cluster น่ีจะไดอ้ะไรท่ีเยอะกว่า แลว้จะช่วยในกลุ่มของกรมอุตสาหกรรมในการท่ีผลกัดนัไดด้ว้ย มา Focus ในกลุ่มของ 
Cluster ก็เลยมีอีกประมาณ 5-6 Cluster ท่ีตอนน้ีมาสมัภาษณ์แลว้ก็ตอนน้ีคา้ง อยูใ่นส่วนของไมย้างพารา แต่ว่ากลุ่ม 
Cluster ใหม่ ๆ เด๋ียวคงจะดูในลกัษณะของ Model แลว้เด๋ียวเราค่อยไปดูวา่เราจะมีการพฒันาอะไรเขาไดบ้า้ง  
คุณเค คือ เทียบนะครับถา้พดูถึงเร่ือง Cluster ก่อนนะ บา้นเราค  าวา่ Cluster ยงัเป็นค าท่ีค่อนขา้งใหม่  
ถาม ครับ 
คุณเค ความเขา้ใจโดยส่วนตวัน่ี 3-4 เดือนท่ีผา่นมาคือทางศูนยภ์าค 9 มีขอให้ไปเป็นวิทยากร เก่ียวกบัเร่ืองการรวมกลุ่ม Cluster 
อะไรพวกน้ี ก็เลยมีโอกาสไดพ้บกบักลุ่มใหม่ ๆ ท่ีเพ่ิงเร่ิม ก าลงัก่อตั้งท่ีจะรวมกลุ่ม Cluster ส่ิงหน่ึงท่ีเจอนะครับค าวา่ 
Cluster น่ี พอทาง...ปีน้ีจะเป็นกระทรวงอุตสาหกรรม ท่ีให้นโยบายมา อุตสาหกรรมจงัหวดั ท่ีไปมาก็คือ ความเขา้ใจในค า
วา่ Cluster ดว้ยความท่ีมนัอาจจะเป็นค านิยามใหม่  
ถาม ครับผม 
คุณเค ผมวา่ไม่มีใครรู้เร่ืองจริง ๆ นะ แลว้ก็วิทยากรหลาย ๆ ท่านท่ีมาท่ีเป็นนกัวิชาการท่ีมาพดูแลว้ในฐานะผูป้ระกอบการน่ี พดู
แลว้มีความเป็นไปไดย้ากมาก เพราะว่าอะไร จุดประสงคท่ี์เขา้มาคุยกนัก็เพราะวา่ OK นะถา้คุณมารวมตวักนัได ้ คุณเป็น 
Cluster ได ้คุณจะมีความเขม้แขง็สามารถไปต่อรอง มี Power ต่อรอง มีตลาดท่ีใหญ่ข้ึน อะไรข้ึน 
ถาม ครับ 
คุณเค แต่ส่ิงท่ีผมไปพดู ผมพยายามพดูบอกว่า ผมอาจจะขดัแยง้กบักระทรวง เขาเรียกวา่วิทยากรท่านท่ีมา ผมพยายามยกตวัอยา่ง 
ๆ ชลบุรีเราเอง  
ถาม ครับ 
คุณเค ถา้คุณมาชลบุรี หนองมน ก็ถามวา่อะไรของหนองมนข้ึนช่ือ ขา้วหลาม  
ถาม ครับ 
คุณเค แต่ถา้ตลาดหนองมนนัน่คือ กลุ่ม Cluster หลากหลายสาขาอาชีพเอามารวมกนัคา้ขาย ค  าว่า Cluster ทุกคนเขา้ใจวา่รับงาน
แลว้ ไปแข่งกนัรับงานแลว้ไปต่อรองเขาได ้อะไรได ้ผมบอกจริง ๆ ไม่ใช่ โดยนโยบายของ Cluster ไมย้างทุกวนัน้ีนะครับ 
ท่ีผมเป็นประธานอยู ่ เร่ิมแรกเราก็เขา้ใจอยา่งนั้น แต่พอปีมนัผา่นไปมนัเร่ิมอาจจะส่วนหน่ึงจากความกดดนัของเราดว้ยท่ี
เราโดนตลาดจีน เขา้มาโจมตี ณ ทุกวนัน้ีถามวา่ Cluster เราอยูไ่ดน่ี้เพราะอะไร ส าหรับ Cluster ไมย้างพาราเอง หลงั ๆ 
พยายามบอกถึงแมเ้ราจะเป็นกลุ่ม Cluster ดว้ยกนั แต่การแข่งขนัตอ้งมีอยู ่
ถาม ครับ 
คุณเค แข่งขนัอะไร แข่งขนัช่วยกนัพฒันาให้ดียิง่ข้ึน ให้แข่งแรงยิง่ข้ึน ไม่ใช่ตดัราคากนัเอง แลว้ใครท่ีรู้ ใครท่ีเป็น ถ่ายทอด
เทคโนโลยซ่ึีงกนัและกนั ให้เกิดความเสมอภาค ก็หลายคนบอกวา่ ถา้เกิดความเสมอภาค เรารู้หมดแลว้ เขาไม่มาเป็นคู่แข่ง
เราเหรอ นัน่เป็นค าถาม ๆ หน่ึงท่ีเวลาเราไปบรรยายหลาย ๆ ท่ีเราจะไดรั้บฟัง ยิง่กลุ่ม OTOP ถา้ขนมฉนัอร่อย ฉนัไปบอก
สูตรเขาหมด ฉนัก็โดนแยง่ลูกคา้ ผมจะพยายามอธิบายกลบัไปวา่เอาอยา่งน้ีแลว้กนั ถา้เกิดวา่ทางกรมช่วยคุณข้ึนมาน่ี ให้
คุณไปเปิดบูทท่ีเมืองทอง แลว้เกิดถา้มีลูกคา้ต่างประเทศเขา้มาชิม ติดใจ OK ผมขอสตางคค์่าตู ้ Container ถามวา่คุณ
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สูญเสียโอกาสไหม ถา้คุณคิดวา่คุณเร่งได ้ แต่คุณรู้สูตรอยูค่นเดียว คุณไม่มีสิทธิไปไหนไดเ้ลยนะ ห้ามนอนเด็ดขาด คุณ
ตอ้งท าให้ได ้ แต่ถา้คุณสอนเขาได ้ท าให้ได ้ รสชาติใกลเ้คียงกนัไม่ใช่ 100% การเรียนแบบออกมาตรงน้ี ในการท าอาหาร
อะไร...รสชาติมีการเปล่ียน ฉะนั้นบางทีถึงแมว้า่ใส่ตามท่ีคุณบาง อนัน้ี 2 ชอ้น อนัน้ี 3 ชอ้น เกิดลืมใส่ผิดรสชาติเพ้ียน  แต่
มนัอยูใ่นเกณฑท่ี์รับได ้ แลว้ถามวา่เขาไดคุ้ณไปแลว้เขาไปพฒันาต่อยอดไหม ถา้เขาไม่ตอ้งการต่อยอดเขาก็หยดุอยูแ่ค่นั้น 
ในขณะท่ีคุณเองจะหยดุอยูแ่ค่น้ีหรือเปล่า ผมก็บอกอยา่งของผมน่ี ถา้ถามว่าผมเองทุกวนัน้ีอะไรท่ีเรารู้เราถ่ายทอดให้กบั
สมาชิกในกลุ่มทั้งหมด อะไรท่ีช่วยเหลือกนัได ้ ผมพยายามยกตวัอยา่ง ๆ Cluster ผมทุกวนัน้ีนะครับ มีสมาชิกอยูท่ี่
สมุทรปราการ โรงหน่ึงแลว้รับงานมาตวัหน่ึงไม่มีเคร่ืองจกัรตวัน้ีท่ีจะท า ผมเองผมมีเคร่ืองตวัน้ีอยู ่ เราบอกเลยคุณเอา
เคร่ืองผมตวัน้ีไปใชก่้อน ไม่ตอ้งไปลงทุนซ้ือเพราะถา้เกิดถามวา่งานตวัหน่ึงเขา้มาแลว้ ไม่มีการRevise กลบัมา คุณซ้ือ
เคร่ืองตวัหน่ึง 3-4 แสน  
ถาม  อนัน้ีเป็น เขาเรียกวา่เป็นประโยชน์ท่ีเกิดข้ึนจากการรวมกลุ่ม  
คุณเค ใช่ครับ ทีน้ีคืออยา่งท่ีบอกในมุมมองของบา้นเราในตอนน้ีเขา้ใจอยูอ่ยา่งเดียววา่ ถา้เราจบักลุ่ม Cluster แลว้ Order เราจะ
เยอะข้ึนไหม เราจะมีก าไรเยอะข้ึนไหม ผมถึงพยายามบอกนะครับ บอกวา่จากประสบการณ์ Cluster งานไมต้อนน้ีเอง 
ดว้ยความการแข่งขนัท่ีสูง  ณ ปัจจุบนั เราไม่ไดเ้นน้วา่เราตอ้งไปหา Order เพ่ิม จะท าอยา่งไรเราก็ช่วยกนัดูแล แลว้ก็สร้าง 
ถาม คุณภาพ 
คุณเค คุณภาพ สร้างเทคโนโลยท่ีีสามารถประยกุตใ์ชข้องเราในราคาท่ีถูกลง ก็คือช่วยกนัลดตน้ทุน ถา้คุณลดตน้ทุนได ้ ราคาท่ี
เขาให้คุณมา เราเร่ิมแข่งขนักบัเขาได ้ใช่ไหมครับ สมมุติ อยา่งเราบอกวา่เราท าตวัน้ี เราตอ้งท าท่ี 100 จีนท าแค่ 90 บาทเอง 
เวียดนามท า 95 บาทเอง คุณท าเท่าเขาไดไ้หม ลดไม่ได ้ๆ เขาก็ไปท าเวียดนาม แต่ผมพยายามมองในมุมกลบัอยา่งน้ี ถา้เรา
มีการถ่ายทอดเทคโนโลย ี ถ่ายทอดความถนดั หรือวา่ถ่ายทอดปัญหาท่ีเคยเจอท่ีแกไ้ดแ้ลว้ เรามาช่วยกนัท าอยา่งไรให้
ตน้ทุนเราถูกลง OK 95 บาทเราท าไดแ้ลว้เพราะเรามีก าไรแลว้ พยายามมองในแง่น้ีมากกวา่ค  าว่า Order เป็นผมมากกวา่
เป็นเหตุ แต่เหตุ ณ ปัจจุบนับา้นเราก็คือ ยงัเป็นโรงงานติดกนัค่อนขา้งเยอะ อาชีพเดียวกนัห้ามมอง ห้ามดู ห้ามรู้  
ถาม กลวัจะรู้สูตร กลวัจะรู้อะไร ท่ี... 
คุณเค ใช่  นัน่ก็คือ SME จุดบอดของบา้นเรา แลว้ก็การสนบัสนุนส่ิงหน่ึงท่ีเจอมากบัตวัเอง แลว้ก็สมาชิกท่ีเจอนะครับ เราไป
ฝึกอบรม ไม่ไดบ้อกว่าวิทยากรไม่เก่ง เก่งแต่วา่หลาย ๆ ท่านมาในทางทฤษฎีทั้งหมด ซ่ึงเวลามาปฏิบติัจริงมนัขดัแยง้กนั  
ถาม น่ีคือปัญหาจริง ๆ นะท่ีแบบอยา่งบางทีท่ีวิทยากรข้ึนมาน่ีคือ ไม่มีประสบการณ์ทางดา้นอุตสาหกรรมมาก่อน  
คุณเค ใช่ อยา่งของผมช่วงหน่ึงท่ีท าเปิดการศึกษา 
ถาม ........ 
คุณเค ใช่ครับ แลว้อีกอยา่งหน่ึงน่ีอยา่งตอนนั้นไดโ้ครงการศึกษาก็ไดอ้าจารยท์าง....ทางรังสิต เอ่ย ธรรมศาสตร์ ก็เขา้มาช่วย
อบรมบุคลากรในโรงงาน แต่ทีน้ีอยา่งหน่ึงครับ ตอ้งเขา้ใจว่าอยา่งงานเฟอร์นิเจอร์พวกน้ี มนัมีฝุ่ น มีอะไรค่อนขา้งเยอะ 
เพราะฉะนั้นคนท่ีท าน่ีถา้เรียนมาสูงหน่อย อะไรหน่อยก็ไม่เอามนัเป็นงานท่ีเป้ือน มนัก็จ  ากดัอยูใ่นวง ๆ หน่ึง ตอ้งระดบั
ชาวบา้น ตอ้งมาสร้างฝีมือให้เขา อะไรให้เขา แต่ทีน้ีเวลาอาจารยม์าคุยดว้ย ไทยค าองักฤษ 3 ค  า 5 นาท่ีผา่นไปน่ีสมองเขา
ไม่รับแลว้ ปรากฏวา่เวลาอาจารยก์ลบัไปแลว้ พดูตามภาษาชาวบา้นคือผมตอ้งมานัง่แปลไทยให้เป็นไทยให้เขาต่ออีก 2 
ชัว่โมง  
ถาม ครับ น่ีคือปัญหา 
คุณเค น่ีคือปัญหา จริง ๆ แลว้ถึงบอกวา่การท่ีนัน่เองก็อยา่งไม่ทราบวา่มีคุยกบัคุณสมบติัดว้ยหรือเปล่า  
ถาม ไปครับไป  ก็คือคุณสมบติัจะมีแนวทางความคิดเช่นเดียวกบัคุณคุณเคเลย 
คุณเค ก็คือหลกัการ การบริหาร เราไปพดูท่ีไหนก็แลว้แต่ 
ถาม มนัเป็นเร่ืองของความเป็นจริงท่ีว่า คือคนเรามนัจะมองสวนทางกนั คาดว่าอยา่งของคนอ่ืน เวลาเขามองเวลารวมตวักนั ฉนั
จะไดอ้ะไรจากการรวมตวับา้ง 
คุณเค ใช่  
 
 
  
[323] 
ถาม ซ่ึงจริง ๆ แลว้คุณสมบติัท่านพดูไดดี้มากเลยจริง ๆ ทีเดียวนะครับวา่คือมนัเป็นการมองท่ีสวนทางกนั แต่วา่มองแลว้วา่เรา
มีอะไรท่ีเอ้ือเฟ้ือ หรือวา่มองแลว้ว่าเราสามารถท่ีจะช่วยสนบัสนุนตรงไหน ขาดตรงไหนอะไรบา้ง เราจะช่วยให้กลุ่มเกิด
ความเขม้แขง็  
คุณเค คือเติมลงไปแลว้นะครับ อยา่งท่ีบอกนะ Order มนัมาจากผลพลอยไดท่ี้มนัจะตามเขา้มา เทคโนโลยมีนัจะเป็นผลพลอยได้
ท่ีน ากลบัเขา้มาอ านาจการต่อรองมนัจะค่อย ๆ มีข้ึน การรวมกลุ่มผมพยายามบอกเลยวา่เรารวมกนัเพ่ืออะไร รวมกนัเพ่ือ
จากเราตวัเล็ก ๆ คนเดียว ท าใหเ้ราตวัใหญ่ข้ึน คนมองเห็นเรา  
ถาม ใช่ 
คุณเค ท าให้เสียงเราดงัข้ึน ไม่ใช่รวมกนัเพ่ือไปถา้ตีถา้ต่อย เพ่ือไปต่อรองวา่เราตอ้งมีอยา่งน้ีนะ เรามี Power แลว้นะอะไรตรงนั้น 
มนัไม่ใช่ทาง.. ก็ไปเป็นวิทยากรดว้ยกนัครับหลาย ๆ คร้ังท่ีไปคุย เราก็พยายามไปบอก แลว้เราก็จะไดค้  าถามตรงน้ี ถือวา่
เป็นค าถามยอดฮิตเลย  
ถาม รวมตวัก่อน แลว้จะไดอ้ะไร 
คุณเค ใช่ ตรงนั้น  
ถาม นัน่คือภาพของมุมมองอีกแง่หน่ึง ท่ีแบบมนัอาจจะสวนทางกบัความเป็นจริง  
คุณเค ผมพยายามยกตวัอยา่ง 
ถาม ทุกคนเขาอยากรวมตวักนัเพ่ือ....  
คุณเค อยูร่อด อะไรท่ีมนัดีกวา่เก่า 
ถาม ...... หรือวา่เป็นทางลดัจนเกินไป ซ่ึงโดยปกติก็เหมือนการสร้างบา้นวา่พ้ืนฐานยงัไม่แขง็แรงเลย แลว้บา้นคุณจะไปรอดอยา่งไร 
คุณเค ใช่ จะเอาหลงัคาแบบสวยเลย เอากระเบ้ืองอยา่งหนาเลย นัน่แหละครับ นัน่คือปัญหาใหญ่มากกวา่ แลว้ก็อยา่งท่ีบอกวา่ไป
อบรมแต่ละคร้ัง ก็คือปัญหาเร่ืองวิทยากรน่ีค่อนขา้งเยอะเลยทีเดียว กบั Feed back ท่ีเราถามเด็กมาหรือหลาย ๆ คร้ังเราเขา้
ไปอบรมเอง ของผมเองน่ีผมจะนัน่อยา่งหน่ึงคือ เราถือวา่เราไม่ใหญ่ ถา้หวัขอ้ไหน หรือวา่การอบรมตวัไหนท่ีเราเห็นวา่
เราคิดวา่มีประโยชน์กบัเรา ผมจะไปเอง คือไป ๆ ฟัง ๆ แลว้ หวัขอ้น้ีตรงกบัเรา สามารถประยกุตไ์ด ้ แลว้เราจะกลบัมา
ถ่ายทอดให้กบัเด็กอีกคร้ังหน่ึง เอามาใชอี้กคร้ังหน่ึงโดยของผมน่ีนะครับ ก็อยา่งท่ีบอกวา่เราใชแ้รงงานทอ้งถ่ินทั้งหมด 
ท่ีน่ีไม่มีแรงงานต่างดา้วเลย ใชแ้รงงานทอ้งถ่ิน 
ถาม ท่ีอยูใ่น 
คุณเค ในระแวกน้ี แต่จุดท่ีไม่เหมือนกบัท่ีอ่ืนก็คือ ของผมน่ีอิสลามกบัพทุธกบัคริสต ์แรก ๆ ก็คือปัญหา 
ถาม มีความขดัแยง้กนับา้งไหมครับ 
คุณเค แรก ๆ น่ีมาก ๆ ผมท าตรงน้ีอยูป่ระมาณ 3 ปีเตม็ ๆ จนทุกวนัน้ีทานขา้วกลางวนั พทุธ คริสต ์อิสลาม สามารถรวมกนัได ้ 
ถาม นัง่รวมกนั 
คุณเค นัง่ทานกนัได ้ 
ถาม น่ีคือปัญหาส่วนใหญ่ขององคก์รท่ีว่า มี Scrounger ท่ีแตกต่างกนั อาจจะเป็นเร่ืองของศาสนา หรืออาจจะเป็นในเร่ืองของ
แหล่งท่ีมาอะไรอยา่งน้ี มนัก็เลยจะเกิดปัญหากนั  
คุณเค ทีน้ีถา้ถามวา่ NGV บา้นเราส่วนหน่ึง ปัญหาจริง ๆ แลว้น่ีเรามีโอกาสนอ้ยท่ีจะไดรั้บการสนบัสนุน ถา้ไม่มีโอกาสเขา้ไป
ฝึกอบรมกบัทางกระทรวงหรือทางอะไร หรือทางอะไร ทุกคนจะไม่รู้ลู่ทาง เราจะไปติดต่อท่ีไหน เราจะท าอะไร เราจะขอ
ความช่วยเหลือจากใคร  
ถาม เพราะอยา่งบางรายก่อตั้งข้ึนมาแลว้ ทิศทางธุรกิจท่ีตวัเองท าไม่ชอบอีกต่างหาก มนัก็เลยจะ 
คุณเค ไม่ ทีน้ีมนัอยา่งน้ี  
ถาม ข้ึนมาแลว้ก็ตายไปเยอะ  
คุณเค เรา บางคร้ังเรายงัไม่ไดค้น้ตวัเราเองเลยวา่เราอยากท าอะไร  
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ถาม เราชอบมนัหรือเปล่า  
คุณเค ใช่ แลว้กค็นไทยเราจะเสียอยูอ่ยา่งหน่ึงคือ เห็นเขาท าแลว้ดีก็ท  าตามเขา โดยท่ีไม่ถามวา่เรามีความถนดัไหม เรามีความรู้ใน
ดา้นน้ีไหม หลาย ๆ คนอยา่งอุตสาหกรรมงานไม ้มีเงินอยูแ่ต่ไม่รู้จะท าอะไร  
ถาม ครับ 
คุณเค ท างานไมเ้ขาส่งออกดีจงัเลย 
ถาม อยากท ามัง่  
คุณเค ใช่ แลว้ผมก็พยายามบอก ถา้คุณไม่มีความช านาญไม่อยา่งนั้นอนัตราย ถา้มีเงินก็จา้งคนเก่ง ๆ มาบริหาร  
ถาม ส่วนใหญ่เขาจะคิดแบบนั้น อนัน้ีคือปัญหา… 
คุณเค ทีน้ีผมยกตวัอยา่งโรงงานใกล ้ๆ กนัเลย ก็...น้ีนะครับ เสร็จแลว้ก็มีดึงหวัหนา้จากทางระยอง.... เสร็จแลว้ตวัเองน่ีมาท าเป็น
งาน Kitchen ware เหมือนกนั คนท่ีมาอยู ่หวัหนา้น่ี เขาท างานเป็นพวกเกา้อ้ีเป็นหลกั  
ถาม ครับ 
คุณเค เพราะฉะนั้นมาจากท่ีน่ีปัญหาก็คือ เร่ือง Kitchen ware เขาก็ไม่ถนดัแต่ถา้หากวา่เขาไม่สร้างผลงานตวัเอง เขาก็ไม่มีผลงาน 
เขาก็พยายามจะผลกัดนัท าแต่เกา้อ้ีอยา่งเดียว ท่ีทางโรงงานไม่มีเคร่ืองมือ แลว้ก็ไม่ถนดัดา้นน้ี ผลสุดทา้ยตอ้งเลิก
เหมือนกนั หมดไป 20 กล่าลา้น น่ีพวกน้ีคือส่ิงท่ีน่ากลวั ทีน้ีหลาย ๆ คร้ังผมไปพดู ผมบอกเลย อนัดบัแรกเลยน่ี ให้เรา
จดัตั้งกลุ่ม Cluster อยา่เอาธุรกิจบงัหนา้ ตอ้งเอาค าว่าเพ่ือนน าหนา้ ถา้เราคุยกนัแลว้ เปิดใจกนัแลว้ คุยกนัรู้เร่ืองแลว้ ส่ิง
เหล่านั้นคือผลประโยชน์ท่ีจะตามมาเอง  
ถาม เพราะเด๋ียวน้ีคนอาจจะมองวา่ท าธุรกิจแลว้คุณให้อะไรผมบา้ง จะไดรู้้ว่ามนัคุม้ค่ากนัหรือเปล่าท่ีผม.... แต่ถา้เกิดมองอีกแง่
หน่ึงวา่ ในท่ีคุณคุณเคบอกวา่ มองแลว้เป็นลกัษณะของเพ่ือนมนัจะ.... 
คุณเค มนัย ัง่ยนื กว่าเยอะเลย ผมพยายามยกตวัอยา่ง อยา่งหนองมนเรา หรืออยา่งนครชยัศรี ตลาดน ้าดอนหวาย จากชุมชน จะ
บอกวา่ไง บา้นเก่า ๆ ริมแม่น ้า  
ถาม ตลาดดอนหวาย น่ีไปทีไรแลว้รู้สึกแบบมีความสุข อยูท่ี่นัน่แลว้แบบ... 
คุณเค ครับ อยา่งตลาดสามชุกร้อยปี แลว้ใกล ้ ๆ น่ีอยา่งตลาดคลองสวน ตลาดร้อยปี ตลาดใหม่อยา่งน้ี  คือถามวา่หลาย ๆ ส่ิง 
หลาย ๆ อยา่ง ส่ิงเหล่าน้ีเป็นจุดขาย แต่วา่คนไทยเรามองขา้มหมด ดอนหวายจากชุมชนเก่าแก่ เจา้อาวาสกบัผูใ้หญ่บา้นมา
นัง่คุยกนัท าอยา่งไรให้ชุมชนเราแขง็แรง ให้ชาวสวนมาขายของไดไ้หม ให้ร้านอาหารท่ีเป็นโบราณ ๆ กลบัมาท า จนทุก
วนัน้ีถามวา่ ใครท่ีหลุดเขา้ไปในดอนหวายผมเช่ือเหลือเกินวา่อยา่งน้อยตอ้งไดเ้สียเงินซ้ือของ วนัหน่ึงมีเงินหมุนเวียนใน
นั้นตั้งก่ีลา้น 
ถาม  เห็นดว้ยนะครับ เพราะวา่คนไปเยอะมาก  
คุณเค นัน่คือ Cluster แต่ Cluster แบบชาวบา้น ๆ แต่ถา้บอกวา่อีกระดบัหน่ึง  
ถาม มีการรวมกลุ่มในลกัษณะท่ีมีความหลากหลาย  
คุณเค ใช่ครับ กคื็อ แลว้กถ็ามกลบัไปไงครับ ก็เคยเจอค าถามบอกว่า แลว้อาชีพเดียวกนัไม่ตอ้งแข่งกนั ผมบอกถา้คุณไป
เดินตลาดดอนหวาย เอาเป็ดพะโลอ้ยา่งเดียวคุณดูซิมีก่ีเจา้ ถามวา่ทุกเจา้มีคนทานไหม หมอ้ตน้เป็ดน่ีเรียงกนัเป็นแถว ขาย
ไดทุ้กเจา้ เพราะฉะนั้นการท าอุตสาหกรรมก็เหมือนกนั ผมถามวา่แตกต่างกนัไหม ถา้อยา่งของผมเองน่ีนะครับ อาจารยจ์ะ
เห็นวา่.... ถา้ในโรงงานระดบัเดียวกนัทั้งหมด ผมกลา้พดูไดว้า่ของผมตอนน้ี ผมท างานไดม้ากและเยอะท่ีสุด ผมท างานอยู ่
1,600 กวา่... 
ถาม ...ความหลากหลายมนัเยอะมากเลยนะครับ  
คุณเค ตอนน้ีผมแบ่ง ๆ ออกเป็น 3 Section นะครับ ล่าสุดก็คือ งานคอนโด อพาร์ทเมนท ์โตะ๊ตูเ้ตียง เรา Design เป็นเฟอร์นิเจอร์
เลย ชุดต่อชุด ไม่เหมือน SB ไม่เหมือน INDEX เขามีระบบ 
ถาม มี Order มา 
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คุณเค ใช่ครับ อนันั้นคือมี 20 Item แลว้ก็จบัมา Mat กนัแต่ละ Item แต่ของเรา OK สมมุติอาจารยติ์ดต่อมาใช่ไหมครับ เราไปดู
พ้ืนท่ี ถา้ตูเ้ปิดแบบน้ีมนัจะติดทางเดินนะ เราเปล่ียนเป็น Slide เป็นอะไร คือ Make to order ชุดต่อชุดเราสามารถท าได ้
รองลงมาก็จะเป็นพวก Smock …เกา้อ้ีอยา่งน้ี เศษไมท่ี้เหลือจากตรงน้ี Kitchen ware เศษไมท่ี้เหลือจาก Kitchen ware ..... 
ถาม ครับ  
คุณเค อนัน้ีเป็น Brand ของ.... ใส่ขวด อโรมา อะไรประมาณน้ี  ……… 
ถาม นัน่ก็เป็นการใชว้ตัถุดิบอยา่งคุม้ค่าท่ีสุดเลย  
คุณเค น่ีครับ Liquid ..... น่ีครับเราสามารถท าให้เป็น 
ถาม อนัน้ีเป็นเคร่ืองมือเคร่ืองใชอ้ะไรท่ี เอ่อเขาเรียกวา่ เคร่ืองจกัรอะไรต่าง ๆ ท่ีใชน่ี้เอามาจากท่ีของบริษทัของคุณคุณเคเองใช่
ไหมครับ .... 
คุณเค ท่ีน่ีเราท า RND เคร่ืองจกัรเอง สร้างเคร่ืองจกัรใชเ้อง 
ถาม สร้างเคร่ืองจกัรใชเ้องดว้ย 
คุณเค สร้างเคร่ืองจกัรใชเ้อง  
ถาม เป็น Size ขนาดเล็กขนาดน้ีเลย สวยจงันะครับ ค่อนขา้งละเอียดดว้ย  
คุณเค ท่ีน่ีจุดเด่นของเราก็คือ เราท า RND เก่ียวกบัดา้นเคร่ืองจกัรเอง  
ถาม ครับ 
คุณเค ก็คืออยา่งเคร่ืองจกัรหลาย ๆ ตวั อยา่งเคร่ือง ...ท่ีต่อไม ้ คือไตห้วนั ชุดน้ี ชุดท่ีผมใชน่ี้ ถา้ซ้ือไตห้วนัประมาณ 4 ลา้นกวา่
บาท  
ถาม ครับ 
คุณเค ตวัน้ีเราสร้างเอง อะไรเอง เราจบอยูท่ี่ประมาณ 7 แสนกวา่  
ถาม คือเป็นเทคโนโลยท่ีีสร้างข้ึนมาเองดว้ยอีกต่างหาก  
คุณเค ครับ คือให้เหมาะสมกบัพ้ืนท่ี ท่ีน่ีเองจริงๆ เราไม่ไดใ้ชเ้คร่ือง CNC เลย เน่ืองจากภาวะของไฟฟ้าไม่มีความกระเสียน เด๋ียว
ไฟหายเด๋ียวไฟอะไรอยา่งน้ี 
ถาม ไฟตกบา้งอะไรบา้ง  
คุณเค พวกสกรูผมยงัไม่กลา้ใชเ้ลย ใชแ้ลว้เสีย เพียงแต่ว่ามนัตอ้งมาประยกุตแ์ลว้เอามาปรับเทคโนโลยใีห้เหมาะสมกบัพ้ืนท่ี  
ถาม ครับ 
คุณเค แลว้ก็ดว้ยความค่อนขา้งห่างไกลจุดศูนยก์ลาง  
ถาม ครับ 
คุณเค เวลาออกแบบเคร่ืองจกัรเราพยายามออกแบบ แลว้ก็ช้ินส่วนหลาย ๆ ส่วน อิงไปทางดา้นอะไหล่รถยนต ์ 
ถาม ครับ 
คุณเค เวลาเสีย เราไม่ตอ้งว่ิงเขา้กรุงเทพฯ ไม่ตอ้งว่ิงเขา้ตวัเมือง ก็คือซ้ือร้านขายอะไหล่รถยนตใ์กล ้ ๆ มาประยกุตใ์นส่วนน้ีเขา้
ไป การดูแลเร่ือง คูร่ิง การรับคมเองทั้งหมด  
ถาม เพราะฉะนั้นพวกสินคา้น่ีก็เลยแบ่งเป็น 3 Sector ใหญ่ ๆ คือเป็นเฟอร์นิเจอร์ ไมเ้หลืออะไรเสร็จเรียบร้อยก็ลองมาเป็น
เฟอร์นิเจอร์ตวัเล็ก 
คุณเค ครับ 
ถาม เสร็จเรียบร้อยแลว้ก็ถึงไปเป็นตวัท่ีกลึงอะไรสกัอยา่ง....... 
คุณเค ........... 
ถาม ก็ใชพ้วกวตัถุดิบอยา่งเตม็ประสิทธิภาพเลย  
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คุณเค ครับ 
ถาม ทีน้ีพวกแหล่งวตัถุดิบส่วนใหญ่เอามาจากทางไหนครับ  
คุณเค ของเราน่ีเราใชใ้ต ้100%  
ถาม ก็คือเป็นวตัถุดิบท่ีอยูภ่ายในประเทศ  
คุณเค ครับ 
ถาม แลว้มีสภาพการแข่งขนัมากไหมครับว่าเราไปรับท่ีเจา้เดียวหรือวา่มีตวัเลือกให้เราเยอะไหมครับ  
คุณเค เยอะมาก การแข่งขนัตอนน้ีเยอะมาก  
ถาม เราเลือกไดไ้หมครับ 
คุณเค เลือกไดไ้หม เหมือนกบัภาษาวยัรุ่นหน่อย เขาบอกวา่สวยเลือกไดอ้ะไรอยา่งน้ี  
ถาม ...สามารถท่ีเราจะเลือก 
คุณเค ตอนน้ีไม่ใช่ ตอนน้ีลูกคา้เป็นคนเลือกเรา คือสมยัก่อนงานตวัหน่ึงเราเป็นคน Cost ราคา 
ถาม ครับ 
คุณเค แต่ตอนน้ีลูกคา้จะเป็นคนถือ Idea price มาให้เรา เท่าน้ีท  าไดไ้หม  
ถาม ครับ 
คุณเค เพราะฉะนั้นถึงบอกไงครับวา่ ท  าอยา่งไรถึงจะ...Cost แลว้ก็เลือกตน้ทุนของเรา  
ถาม แลว้ท าอยา่งไร เราจะเลือกตน้ทุนแบบท าอยา่งไรถึงจะให้ไดท่ี้ปรับอยูแ่ลว้ 
คุณเค ก็น่ีละครับ ก็ตอ้งอยูท่ี่ระบบการบริหารการจดัการภายในน่ีคือหลกั เพียงแต่วา่หลาย ๆ ท่ีคือผูป้ระกอบการบา้นเรา โดย
โรงงานเล็กน่ีนะครับ ผมวา่ขอ้เสียอยา่งหน่ึงคือ เรียนรู้จากประสบการณ์เป็นหลกั แต่ไม่ค่อยยอมเปิดตวัเองเพ่ือจะเรียน
เพ่ิมเติม ส่วนใหญ่จะถือวา่ตวัเองเก่งแลว้ แลว้ก็จะไม่เปิดกวา้งให้คนอ่ืนเขา้มาดู  
ถาม อยา่วา่แต่ผูป้ระกอบการคนไทยเลยครับ  
คุณเค เขาจะกลวั ทีน้ีอยา่งของผม ผมพยายามท าตวัอยา่ง ถึงแมว้า่โรงงานเล็ก ๆ นะครับ อยา่งเด๋ียวน้ี เรามีคณะท่ีเขา้เยีย่มของเรา
น่ี มา 6 คณะแลว้เดือนน้ี แลว้มีติดต่อมาจนถึงเดือน 11 หลากหลายสาขาอาชีพ แต่ส่ิงท่ีผมก าลงับอกนอ้ง ๆ คือบอกวา่ เรา
เปิดให้เขาดู เราเสียเวลา เราไดอ้ะไรบา้ง เราไดรั้บค าติชม บางคนก็จะให้ Idea เราบอก ถา้ตวัน้ี ถา้คุณต่อตวัน้ีเขา้ไปมนัสวย
นะ มนัอยา่งน้ี ๆ  
ถาม Innovation อีกใช่ไหมครับ เขาเรียกอะไร นวตักรรมท่ีเกิดข้ึนใหม่  
คุณเค ใช่ เขามาช่วยเราคิด หลายอยา่งท่ีให้ลูกคา้มีส่วนร่วมในการคิด แลว้บางอยา่งมนัเป็นของใกลต้วั ท  าไมคุณไม่ไปตั้งตรง
โนน้ละ ตั้งตรงน้ีมนัดูไม่สวยนะ เราก็ตอ้งมานัง่ลองใหม่ นัน่ 1. แลว้  2.ผมถือวา่เป็นการโฆษณาท่ีถูกท่ีสุด 
ถาม เป็นการตลาดดว้ย 
คุณเค ใช่ ไปแลว้ปากต่อปากบอกต่อ  
ถาม ไปดูสินคา้ท่ีบริษทัน้ีซิ  
คุณเค อยา่งน้ีครับ แต่บางคนจะกลวั 
ถาม อยา่เขา้มาเลย 
คุณเค ก็คือถา้มีติดต่อมาผม จะบอกไปเลยว่าของเราค่อนขา้งเล็กนะ ห้องประชุมเราก็ไม่มีไม่อะไร แต่ถา้อยากจะดูเรายนิดี 
ถาม  ครับ 
คุณเค เรายนิดี เราเปิดกวา้ง มีเขา้มาเกือบทุกอาทิตย ์เขา้ 20 คน 30 คนอะไรอยา่งน้ี แลว้ก็มานัง่คุยกนั อะไรกนั อยา่งนอ้ยผมบอก
ผมไดเ้พ่ือนใหม่ ๆ เยอะ อยา่งตอนน้ีผมไปออกบูทท่ีเมืองทอง  
ถาม ครับ 
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คุณเค งานเฟอร์นิเจอร์แฟร์ ก็ไปออกบูทอยู ่ก็คือส่วนหน่ึงนะถา้เปรียบเทียบน่ี ผมอาจจะคิดในแนวคิดท่ีค่อนขา้งจะต่างจากท่ีอ่ืน  
ถาม ครับ 
คุณเค ส่ิงหน่ึงท่ีพยายามคุยกนั อนัดบัแรกเลย ถา้เราท าตรงน้ี เราค่อนขา้งจะตอ้งอาศยัเร่ืองแรงงาน  
ถาม ครับ 
คุณเค อยา่งของเราเองท่ีน่ีเรา พยายามสอนก็หลงัจากท่ีเราเองมีโอกาสไปอบรมอะไรอยา่งน้ี  
ถาม ครับ 
คุณเค ท าอยา่งไรให้รู้สึกวา่ท่ีน่ีคือบา้นของเขา  
ถาม เราปลูกฝังความคิดให้เขารักองคก์รดว้ย  
คุณเค ใช่ เสร็จแลว้ปีน้ีเป็นปีท่ี 5 แลว้ท่ีผมท าโครงการ ผมท าโครงการงดเหลา้เขา้พรรษา 
ถาม เป็นอยา่งไรครับ งดเหลา้เขา้พรรษา 
คุณเค ช่วงเขา้พรรษา 3 เดือน ทานได ้ แต่ออกพรรษา 9 เดือนตอ้งหยดุ คือเปรียบเทียบให้เขาเห็น แลว้ถา้ใครคิดวา่จะอดเหลา้
เขา้พรรษาก็ได ้ 
ถาม ครับ 
คุณเค เรามีให้เลือกทั้ง 2 อยา่ง แต่โครงการเราชูเป็นประเด็นน า คืองดเหลา้เขา้พรรษา  
ถาม ครับ 
คุณเค ถามวา่เพราะอะไร ถา้คุณตอ้งเสียค่าเหลา้เดือนละ 1,000 คุณทาน 3 เดือน คุณเสีย 3,000 แต่คุณเก็บได ้9,000 แต่ถา้คุณอด
เหลา้เขา้พรรษา คุณเก็บได ้3,000 แต่ตอ้งจ่าย 9,000 แลว้ก็จะมีเป็น Crosse ใครท่ีอยากจะเลิกเหลา้เลิกบหุร่ีเราจะจดั Crosse 
ให้มียาเสริมในช่วงแรก ให้ไม่อยาก 
ถาม อนัน้ีคือความเอาใจใส่ต่อพนกังานท่ี.... 
คุณเค  แลว้เรามีตวัอยา่งไงครับ ปีแรกท่ีเราท า คนน้ีปัจจุบนัยงัอยูก่บัเรา เงินออก Week หน่ึง 15 วนั ตอ้งไปจ่ายค่าเหลา้ประมาณ 
3,000 อยา่งนอ้ย ครับอยา่งนอ้ย บาง Week เงินออกมาไม่พอตอ้งไปกูเ้ขามาจ่ายค่าเหลา้ดว้ย.... กเ็รียกเขามาคุย เราก็บอกวา่
เราอยากจะท าตรงน้ีนะ  
ถาม  ครับ 
คุณเค ถา้ท าไดผ้มไม่ไดดี้นะ แต่คุณนะไดดี้ ผมไดแ้ค่ดีใจวา่อยา่งนอ้ยคุณอยูก่บัเราน่ีคุณเจริญกา้วหน้าข้ึน อะไรข้ึน  
ถาม มีเงินเก็บบา้ง 
คุณเค อะไรตรงนั้น แทนท่ีตอ้งติดหน้ีติดสิน ปีน้ีปีท่ี 5 ท่ีอดมาไดอ้ะไรได ้ตอนน้ีซ้ือรถกระบะไดค้นัหน่ึง  
ถาม พนกังานในน้ีมีเยอะไหมครับ 
คุณเค ประมาณร้อยหน่ึง  
ถาม ร้อยหน่ึง แลว้ก็ทีน้ี มีปัญหาเก่ียวกบัในเร่ืองการวา่จา้งงานไหมว่า ขาดแรงงานบา้งอะไรบา้ง 
คุณเค ของเราถือวา่ค่อนขา้งโชคดี การขาดแคลนแรงงานเราไม่มีเลย  
ถาม แรงงานท่ีจา้งน่ีเป็นแรงงานทอ้งถ่ินหรือวา่ 
คุณเค ทอ้งถ่ิน 
ถาม แลว้มีวิธีการคดัเลือกคนงานเขา้มาท างานอยา่งไร  
คุณเค ก็อยา่งท่ีบอกครับวา่เราพยายามท าตรงน้ีแลว้ ดว้ยความท่ีเป็นเพ่ือนบา้น ลกัษณะการปกครองของผมเองน่ี เราก็พยายาม
ประยกุตใ์ห้มนัเหมาะสม 
ถาม ครับ 
คุณเค อยา่งทุกวนัน้ีคือ 7 โมง 45 ทุกคนจะมาพร้อมกนัท่ีแผนก  
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ถาม มีกฎระเบียบ มีอะไรควบคุม 
คุณเค แลว้ก็หวัหนา้ 
ถาม หวัหนา้งาน 
คุณเค หวัหนา้งานจะมา...งานกนั วา่งานเราเม่ือวานเราท าผิดพลาดตรงไหน เราผิดพลาดเป้าไหม อะไรไหม แลว้ก็วนัน้ีใครไม่มา  
ถาม มีการควบคุมยอดผลิตดว้ย 
คุณเค เราจะมาวางว่าในแต่ละจุด  
ถาม แลว้หวัหนา้งานมีอ านาจในการตดัสินใจไหมครับว่า มีอะไรก็แกไ้ขปัญหาเองไดห้รือว่า 
คุณเค ระดบัหน่ึง 
ถาม ระดบัหน่ึง 
คุณเค ระดบัหน่ึง ก็คือ 
ถาม มีปัญหาตอ้งมาคุยกบัคุณคุณเค 
คุณเค ใช่ครับ ทกุเชา้วนัจนัทร์เราจะ…. กนัท่ีแผนก แลว้หวัหนา้จะเป็นคนเก็บขอ้มูล 
ถาม เหรอครับ 
คุณเค เก็บขอ้มูลแลว้ทุกวนัองัคารตอนเชา้เราก็จะมาประชุมวางแผนกนัท่ีน่ี แลว้ตวัผมเองน่ีผมอยูใ่นโรงงานก็คือจนัทร์ถึงศุกร์เรา
ก็จะเก็บขอ้มูล  
ถาม ครับ 
คุณเค ทุกเชา้วนัเสาร์เราจะมี Morning talk กบัพนกังาน แต่ลกัษณะการท าผิดระเบียบ ส่วนหน่ึงเรามีการหกัเงิน ในการหกัเงิน
ถามวา่ไปไหน เงินตรงน้ีจะเก็บเขา้เป็นกองกลาง แลว้ถึงช่วงปีใหม่เราจะเอาเงินส่วนน้ีไปซ้ือของขวญั แลว้ก็มาจบัฉลาก
กนั ใครโชคดีก็ไดไ้ป ส่วนน้ี ตรงน้ีเราจะแจง้เลยว่า ของขวญั Area น้ีนะ คือเงินท่ีเราปรับกนัมาตั้งแต่ตน้ปี Area น้ีคือ
บริษทัซ้ือให้ งานตรงน้ีบริษทัออกให้ อาหารตรงน้ีบริษทัออกให้ ก็คือแจงรายละเอียดชดัเจน ส่วนหน่ึง 
ถาม แลว้ปัจจุบนัน้ีพนกังานมีความสุขกนัดีไหมครับ  
คุณเค ก็ถา้เปรียบเทียบนะครับ 100 คนโดยเฉล่ีย การเขา้ออก 2 เดือน 3 เดือน ออกคนหน่ึง......ก็คือ เขามีส่วนร่วมกบัองคก์รแลว้ 
เขาอะไรแลว้นะครับ เวลาเราเปิดรับสมคัรงานใหม่ เขาก็จะไปบอกญาติพ่ีน้อง บอกเพ่ือนฝงูท่ีไวใ้จได ้
ถาม มาท าซิ 
คุณเค เขาไม่กลา้ไปแนะน า หรือวา่มีคนมาสมคัรน่ี เขาจะแจง้ฝ่ายบุคคลเลย คนน้ีนิสยัไม่ค่อยดีนะ อยูใ่นบา้นน่ีขโมยของเขานะ 
ถาม ช่วยเป็นหูเป็นตาให้เราดว้ย 
คุณเค คือเขาจะช่วยกนั... สมมุติวา่เขาฝากญาติ คือหนูมีญาติจะให้ญาติมาสมคัร ถา้นิสยัไม่ดีเขากลวัเสียช่ือ เขาจะช่วยเรา.... 
ถาม น่ารักจงัเลยนะครับ บริษทัน้ีเปิดมานานหรือยงัครับ ของ........ 
คุณเค ปีน้ีอยา่งเขา้ปีท่ี 12 ครับ 
ถาม นานแลว้เหมือนกนันะครับ ถือวา่เป็นบริษทัแรก ๆ ในอุตสาหกรรมดว้ยหรือเปล่า 
คุณเค กลาง ๆ มากกวา่ 
ถาม กลาง ๆ  
คุณเค แต่อยา่งน้อยท่ีสุด ส่ิงท่ีเราไดคื้อ อยา่งท่ีบอกเร่ืองพนกังานค าวา่ขาดแคลนเราไม่มี อยา่งเม่ือเชา้น้ีเพ่ิงติดป้ายรับสมคัร เรา
ตอ้งการคนขบัรถเพ่ิมคนหน่ึง แลว้ก็ตน้แบบเพ่ิมคนหน่ึง ตั้งแต่เชา้น่ีมีมาถามนอ้งเขารู้สึกจะ 35 คนท่ีมาสมคัร  
ถาม คนอยากมาท างานท่ีน่ีเยอะนะครับ 
คุณเค ท่ีน่ี ณ ปัจจุบนัเรายงัมี OT ทุกวนั  
ถาม ครับ 
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คุณเค ส่วนหน่ึงกบัหลาย ๆ โรงท่ีน่ีคือตอนน้ี.... 
ถาม เราผลิตไดต้ามเป้าท่ีก าหนดไวไ้หมครับ ดูจากตรงไหนครับลกัษณะขององคก์ร จากการผลิตดูจาก Order หรือว่าเรามีการ
ตั้งเป้าไวว้่า เดือนหน่ึงเราจะผลิตไดเ้ท่าไรอะไรอยา่งไร 
คุณเค ไม่ไดต้ั้งเป้าตรงนั้น แต่ดูจาก Order เราไม่ไดเ้นน้วา่ผมไม่ไดแ้จง้ สมมุติว่าตวัน้ีตอ้ง 3 วนัจบ แต่ผมใชวิ้ธีคุมเขาดว้ยว่า 
สอนตวัน้ีนะคือคุณท าตวัน้ีนะ เราท าน่ีก่อนกบัเคร่ืองตวัน้ี ใชเ้วลาเท่าไร กบัเคร่ืองตวัน้ีใชเ้วลาเท่าไร เพราะฉะนั้นตวัน้ีจะ
ผลิตไดก่ี้ช้ิน 
ถาม ต่อชัว่โมง 
คุณเค เราจะดูตรงน้ีเป็นหลกัครับ  แต่เราจะไม่ใชวิ้ธีตั้งเป้าวา่วนัหน่ึงคุณตอ้งได ้ พนัช้ิน ตอ้งไดเ้ท่าน้ี ความรู้สึกต่างกนั คือการ
ดูแลน่ี 
ถาม อาจจะเป็นวา่งานชา้ไปแลว้นะ คือเราประเมินกนัก่อนแลว้วา่การผลิตตวัน้ีข้ึนมาน่ีวนัหน่ึงผลิตไดแ้ค่น้ี 1 ชัว่โมงควรจะได้
เท่าไร เราประเมินจากตวัน้ีไปเลย 
คุณเค ใช่ครับ  
ถาม อยา่งบางทีก็อาจจะชา้หน่อยใช่ไหมครับ เราก็สามารถจะบอกไดท้นัทีเลยว่าเขาชา้ไป โดยท่ีไม่ตอ้งประเมินวา่ผลิตไดไ้ม่
ครบตามก าหนดนะ  
คุณเค เพราะวา่ถา้อยา่งเดิมอยา่งท่ีบอกนะ เราวา่กนัตามก าหนดน่ี เกิดแผนกข้ึนรูปมาไดเ้ร็วมากเลย แต่มาชา้ตรงแผนกขดั  
ถาม ครับ เราก็จะไดรู้้ไดด้ว้ย 
คุณเค ก็จะไล่เป็น Step ไดห้มด แต่ถา้อยา่งท่ีบอก ตั้งเป้าไว ้ ทุกคนตอ้งแข่งกบังานเป้า ทุกโรงเป็นอยา่งนั้นหมด แต่ขอ้เสียท่ี
ตามมาคืองาน Reject สมมุติ OK คุณตั้งเป้าคุณท าไดเ้ร็วกว่าผม 1 วนั งานคุณออกไดก่้อน แต่งานพอเสร็จแลว้มีการ Reject 
ท่ีน่ีเราไม่มี QC เลยในโรงงานแต่ เด็กทุกคนในโรงงานผมให้ท  า Report ส่วนตวั มีเหมือนสมุดพกเด็กนกัเรียน วนัหน่ึงท า
อะไรบา้งเวลาไหนรับไมม้าเท่าไร แลว้ท าไมเ้สียไปเท่าไร เสียจากอะไร เสียจากไมข้ึ้นลา เจาะแลว้ผิด หรือวา่ไมแ้ตก  
ถาม ครับ 
คุณเค .......ทกุอยา่งจะตอ้งไดห้มด  
ถาม อยา่งน้ี 100 คนน่ี ตอ้งอ่านกนัอยา่งไรบา้งครับน่ี 
คุณเค ก็หวัหนา้ 
ถาม เป็นคนวิเคราะห์ 
คุณเค ถา้เขาเจอขอ้มูลตรงไหนท่ีผิดปกติเขาจะแจง้  
ถาม ครับ 
คุณเค สมมุติเราท าตวัน้ีข้ึนมา 1 ตวั พวกแผนกท่ีขดันะครับ ถา้งานตวัน้ีหลุดมาในมือผมน่ี เราสามารถ Recheck ไดเ้ลยวา่งานตวั
น้ีใครเป็นคนท าในงานล๊อตน้ี  
ถาม ครับ ก็คือเป็น QC ชนิดหน่ึง 
คุณเค โตะ๊ท่ีหน่ึงเร่ิมตรงน้ีดูขอบล่างอยา่งเดียว คนท่ีสองดูมุมน้ีอยา่งเดียว ดูจนจบ Line ไหลออกดา้นโนน้ แลว้ทุกคนก็จะมี 
Report เลยวา่ งาน Order น้ีนะ PO น้ีนะใครเป็นคนท าอยูต่รงไหน เพราะฉะนั้นเราจะไม่มี QC ตรวจ ถา้หลุดจากแผนกขดั
แลว้ ก่อนท าสี แผนกสีน่ีก็จะมายนื Check วา่คุณภาพไดไ้หม คนท่ีท าสี ถา้ไดแ้ลว้ก็เซ็นตรั์บไป แผนกน้ีหมดแลว้ สีก็ไป
จดัการ ถา้สีพน่เสร็จแลว้ก่อนท่ีจะไป Pack น่ีก็ตอ้งตรวจสอบก่อนวา่สีมาถูกตอ้งไหม ถา้ไม่ถูกตอ้งสีตอ้งไปแกไ้ข ถา้ไม่
ถูกตอ้งเขาเซ็นตรั์บ ก็คือรับผิดชอบต่อ  
ถาม น่ีก็เป็น QC ชนิดหน่ึงนะ ช่วยกนัตรวจ 
คุณเค ทีน้ีวิธีน้ีผมลดเร่ืองการขดัแยง้ แถวน้ีเป็นกลางค่อนขา้งหวัแขง็ โรงงานฝ่ังตรงขา้ม คือเราตอ้งเขา้ใจวา่การท างานคนท่ีตั้งใจ
ท าก็มี แต่คนท่ีขออยูไ่ปวนั ๆ เพ่ือรับค่าแรงก็มี บางคร้ัง QC ก็ตอ้งสร้างผลงาน เกาะติดทีน้ีคนท่ีตั้งใจท างานมาก ๆ เขาก็
ทอ้ ทอ้อยา่งมีมากๆ เขา้ก็โมโห ดกัตีกนั ดกัอะไรกนัหนา้โรงงาน อยา่งน้ีเราถึงตอ้งพยายามปรับตรงน้ีข้ึนมาเสร็จก็คือ ทั้ง
 
 
  
[330] 
แผนก ทั้งองคก์รมีส่วนร่วม แลว้อีกอยา่งหน่ึงพนกังานจะมีความรู้สึกภูมิใจวา่ ถึงแมว้า่เขาเป็นพนกังานระดบัล่างตวัเล็ก ๆ 
แต่เขามีความส าคญักบับริษทั ๆ ให้ความส าคญัเขาไวใ้จเขา เพราะฉะนั้นเร่ืองความกดดนั ผมกลา้พดูว่าท่ีน่ีค่อนขา้งจะต ่า
ส าหรับพนกังานท่ีน่ี  
ถาม ...กนั มีทศันะคติอะไรท่ีไม่ลงลอยกนัอยา่งน้ีก็ขดัแยง้ 
คุณเค ถา้มีการขดัแยง้กนัในกลุ่ม มนัจะเหมือนกบัการ.... ถา้ดูแลว้น่ี ผมพยายามสอนหวัหนา้หรือสอนตวัพนกังานเลยวา่ เราบอก
วา่ถา้ใครมีคนติวา่คุณไม่ดี คุณตอ้งมองก่อนถา้คุณยนือยูต่รงกลาง  ฝ่ังซา้ยมี 5 คน ฝ่ังขวามี 5 คน ถา้มี 2 คนติวา่คุณไม่ดี ผม
บอกไดเ้ลยวา่ 2 คนน้ีมีปัญหา แต่ถา้ 7 คนติวา่คุณไม่ดี  อีก 3 คน ติวา่คุณดี 3 คนน้ีมีปัญหา คุณอยา่งเพ่ิงว่าเขากล่าวหาเรา 
เขาอะไรเรา มองคนรอบขา้งก่อน  
ถาม ครับ 
คุณเค ฉะนั้นพอเจอเหตุการณ์อยา่งน้ี เขาก็จะวดัอยา่งน้ี พอวดัอยา่งน้ีเสร็จ วิธีหน่ึงท่ีผมคดัคนแรก ๆ เลย ผมคดัจากบตัรอวยพร
วนัเกิด ให้นอ้งท่ีเป็นฝ่ายบุคคล Check เลยใครเกิดวนัไหน ๆ เสร็จแลว้เราก็มีการอวยพรวนัเกิดโดยติดท่ี บอร์ด ขา้งหลงั 
แลว้ก็ติดกลอ้งวงจรปิดแลว้ก็นดัเขาเลย เราจะแบ่งคน 1 คนท่ีมามอง มองเสร็จแลว้ก็เดินต่อไม่มีอะไรเกิดข้ึน กบัอีกกลุ่ม
หน่ึงมองต่อ เรียกเพ่ือนมาดู วนัเกิดเด๋ียวตอ้งให้มนัเล้ียงขนมเล้ียงอะไรต่ออะไร แลว้ก็มาจ าแนก คือถา้มองผา่นเลยคนน้ี มี
ปัญหากบัองคก์รแน่ ๆ เขา้กบัเพ่ือนร่วมงานไม่ได ้ 
ถาม  อะไรเล็ก ๆ นอ้ย ๆ  
คุณเค ก็เรียกเขา้มาใน Office มาคุย อนัน้ีไม่ไดเ้พ่ือนฟ้องนะ แต่มาจากประเมินของเรา ประเมินของ Office ของหวัหนา้ คุณมี
ปัญหาตรงน้ีกบัเพ่ือนใช่ไหม คุยกบัเพ่ือนไม่ได ้ให้ปรับตวัปรับไดไ้หม ก็คือพยายามให้โอกาสเขา ถา้เขาปรับไม่ไดจ้ริง ๆ 
เขาก็อยูร่่วมกบัเราไม่ได ้ 
ถาม คือเป็นส่วนหน่ึงของวฒันธรรมองคก์รไดด้ว้ย  
คุณเค ครับ แลว้อยา่งการท าผิด 
ถาม มีการมาฟ้องกนับา้งไหมครับ คนนั้นท าแบบน้ี คนน้ีแบบไม่ดีนะ 
คุณเค สมยัก่อนมี แต่เด๋ียวน้ีไม่มีแลว้ อยา่งการท าความผิด 
ถาม ...เร่ือง วฒันธรรมองคก์รท่ีเราสร้างข้ึนมา 
คุณเค ท าผิดตอนน้ีผมใชวิ้ธีอยา่งไร สมยัก่อนก็คือ ...อยา่งน้ีอิสลามนะครับ อยา่งเอ่อสมมุติเราบอกวา่ คุณไม่ใส่รองเทา้ผา้ใบ 30 
บาทนะ เขาให้ปรับ แต่เขาเองก็ไดเ้ป็น Hero รู้กนัทั้งหมู่บา้นวา่โรงงานไม่กลา้ท าอะไร หลงั ๆ ผมกเ็ลยใชวิ้ธีใหม ่ เวลาผิด
ผมจะช้ีน าความผิด แต่ผมไม่ตดัสิน คุณขอกบัเพ่ือนเอง เขา้แถวเรียงหน่ึง บอกผมเป็นคนไม่ดีครับ ผมไม่ยดึถือกฎ ผมไม่
ยอมรักษากฎระเบียบโรงงาน ผมไม่รักองคก์ร เดินบอกตั้งแต่คนแรกถึงคนสุดทา้ย แลว้ก็ให้เขาตดัสินวา่คุณควรท าอะไร ที
น้ีเพ่ือนเองก็ไม่กลา้จะเล่นอะไรกนัรุนแรง  
ถาม ครับ 
คุณเค อาจจะเยน็น้ีตอ้งท าความสะอาด Area น้ีคนเดียว วนัน้ีเธอไปลา้งห้องน ้ านะ ของผมไม่ให้ลา้งห้องน ้า ผมมีแม่บา้นนะครับ 
แต่ละแผนกเขา้เวียนกนัเหมือนเด็กนกัเรียน เราอธิบายเขาว่า ถา้มีแม่บา้น คุณก็จะถือวา่ไม่ใช่หนา้ท่ี เพราะฉะนั้นถา้คุณยิง่
ท  าสกปรก มนัก็ไม่พน้พวกคุณตอ้งไปท ากนัเอง เขาก็ตอ้งช่วยกนั อยา่งคุยกนัเก่ง ๆ เราเตรียมเคร่ืองเสียงไวใ้ห้ ให้ไมคค์น
ละตวัไปคุยกนัให้เพ่ือนฟัง เชา้วนัเสาร์ ชอบเล่นเวลาท างาน เรามีแต่งชุดเป็นระบ าฮาวายให้ไปเตน้ บางทีก็เปิดเพลงแข่ง
กนัเตน้ มนัมีมุมกลบักนัจริง ๆ เขาโดนตรงน้ีเขาไม่โกรธเราแต่เพ่ือน แต่เพ่ือนข า เขาอาย  
 
 
 
… 
 
 
  
[331] 
B2. Interview (Translation) 
 
Inter viewee:  Mr. K  
Cluster: Para Wood 
 
Q: First of all, please allow me time to officially introduce myself.  My name is Mr. Phoommhiphat 
Mingmalairaks, a Royal Thai Scholarship student studying PhD at RMIT University in Australia, 
in Technology Management.  Referring to the set of question I have sent, these are the same 
copy, both Thai and English versions together with the plain statement letter and the form of 
ethic for you to sign for acknowledgement to interview you in this occasion.   Almost all the 
questions, you may probably observe that, they are very general and the aim of this research 
is to investigate the technological, organizational and environmental factors that contribute to 
the perceptions of successful implementation of innovation management in Thai SMEs.  The 
research findings would contribute to a better understanding of Thai SMEs, their natures and 
characteristics, and understand factors that could lead to perception of successful 
implementation for management.  Currently, Thai SMEs are in a very difficult situation 
affected by many factors.   
I then approached to the director of Cluster Promotion and Development, the Ministry of 
Industrial to study the problems and general information about Thai SMEs that the Ministry of 
Industrial is dealing with, at the moment.  She was very kind anf gave many suggestion and 
idea of the present situation of Thai SMEs as a back ground and I will have to meet her again 
end of this month to follow up the additional information. She suggested that it‘s no use at all 
to approach the SMEs in the Industrail Estate as all these SMEs relocated themselves into 
other areas with many reasons and only large corporations are located themselves inside with 
many good reasons for them.  She mentioned that it would be nice if the research could aim 
at the real SMEs which are presently classified into clusters and that will really bring great 
benefit to the Thai SMEs to enhance their ability to survive in this high competition 
environment.    There are actually 5-6 clusters she suggested that has very high potential to 
grow and if this will be very successful implementation will really help other new cluster for 
future growth and that will also really benefits to the country.   Would you like to speak 
something before we begin to the real questions? 
A: Having discussed about the term ‗cluster‘, it is a very new term being used in our country.    
Q: Yes, 
A: My own understanding about this term… in the last 3 – 4 months, the governmental sector in 
the Region 9 sent me an invitation letter to be a guest speaker to explore knowledge of how 
people could form up into cluster.  I had a very good chance to see many people.  I had 
learned that there were many new potential to form up into cluster, many of them are news 
while many of them had gathered up but were not succeeded.   
One aspect that I saw, it‘s very new to all people and they didn‘t really understand this term.  
This term was introduced by the Ministry of Industrial in the very beginning and was 
considered to be very new term for them.  Good definition must be clarified before they shall 
group up into cluster.     
Q: Yes, and… 
A: I assume that no one really understands about this term.  Many invited guest speakers 
talking on this topic sometimes talked out of the boundery, and they didn‘t really understand 
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what it was.  Some are from academics; they just talked on the point that is extremely hard 
for the real SMEs to achieve.  The talked from what the book says, but they didn‘t know that 
it‘s practically hard in practice.  
However, the reason why they were there to discuss because they would like to have 
bargaining power to bargain with others and that was it.  If they could become ‗a cluster‘, 
they will have a bigger power to do things.  I think if they see in another perspective, they 
will find it differently.      
Q: Yes, 
A: What I discussed with them, I was trying to say that my idea maybe a bit different from the 
Ministry of Industrial and other guest speakers that came on that day.  I raised an example, 
just like in our Chonburi province….    
Q: Yes, 
A: The first thing that visitors visiting the Chonburi would recognise is rice in Bamboo (Kao 
Larm).     
Q: Yes, 
A: Having discussed at this point, we would refer to ‗Nong Mon Market‘.  It is a big cluster to 
various types of businesses.  They are joining and merging together at one location.   
Into the term ‗cluster‘, they perceive that they get the order and that is it.  Their only next 
job is to negotiate the price which is really not in reality.  I‘m telling you that it‘s not.   
As I‘m the leader of this Para wood cluster, it‘s not the policy of the term ‗cluster‘.  According 
to our policy, I perceive the same idea in the very beginning. A year has gone, there‘s one 
thing that I have observed.  There‘s a pressure from China market.  It does attack to the 
Thai market.  When asking…how could we survive?  I could tell you that…even we are in the 
same cluster… there‘s still a room for competition.     
Q: Yes, and…. 
A: Competition in what… let me explain.  We need to compete in our own cluster to develop 
better products.  More competition shall be achieved… but not price competition…... not 
cutting the price in the same group.  Those who are having a ‗know how‘, they shall transfer 
that ‗know how‘ with or among the same group.  People may have asked why it is so 
important to transfer.  They may have said, you will create a competition circumstances 
without knowing yourselves.  These people will become your major competitors.  These types 
of questions and ideas are always arising at all seminars that I have been invited. 
…particularly, the deserts groups.  They argued that…if other people know their recipes, they 
will be competed very easy and know one will buy their products and will certainly switch to 
other competitors instead.   
One case study, like OTOP products … I was trying to explain them …giving an example that 
that if the Misnistry of Industry is about to help…setting up a big event in a purpose built in 
Muang Thong Thani.  There are thousands of foreigners tasting your products and they like.  
What is going to happen?  They like to purchase in big containers.  Will you be able to 
produce according to their tons of order?  Up to this point…will you lose your opportunity?  If 
you think you can do it, which is fine.  You are only the person to know those recipes.  You 
can go nowhere, you can‘t sleep, you will have to make it happened. 
On the contrary, if you teach others to know….teach them how to make it.  A hundred 
percent, they cannot make it as the real one.  Adding something different than your recipes 
doesn‘t make it like your own recipe.  Do you catch up what I‘m trying to say?   
Q: Yes, …. 
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A:  The taste will absolutely change….just if you forgot some portion of the recipe…even 1 – 2 
teaspoon … it does change from the original taste.  It‘s according to the perceived standard 
taste….and whether you will have further development for future products.  If they decide 
they don‘t want to do it.  That is it.  They will have no more growth but what about you?  Will 
you stop at the same point or would you like to go for the future?  Think about it very hard.  
I‘m telling them this way.  Don‘t know if they caught up what I was trying to say.   
 When asking me the same situation, I try to transfer knowledge and everything from 
whatever I know to people in my cluster as a leader of the cluster.  I try to do everything just 
to help them.  For example, one of my cluster members received an order from their 
customer.  His company is located in Smutprakarn province.  He didn‘t have the particular 
machine to do the task.  I told him to get my machine for this job.  I don‘t want him to waste 
money for that piece of machine.  I‘m thinking that if he made an investment for that 
particular machine….let‘s say….500,000 bath….and what if he‘s not having a repeat order or 
no same order like that coming into his mamufacture.  What‘s a deal?  You only invest money 
with no profit in return.   
Q: Is that meant the benefit from the forming up into cluster?  
A: Yes, that is it.  Like earlier mentioned, the perspective of Thais understanding, they only 
perceive to answer the questions; whether they will get higher number of orders, and 
whether they will get higher profits.  Like I said, from my own experience of this para wood 
cluster,  we are not emphasising on gaining higher number of orders, but on how to take care 
of members in the same cluster in this high competition intensity at present.  We will go 
together and build up as a team if we may….and building up…. 
Q: quality? 
A: Yes, quality…. Create technology that could be adjusted and adapted within our industry at 
low cost….  means that…we will help each other to decrease the cost.  If we could cut down 
the cost… when comparing with the price at which they would prefer to place an order with 
you … we could start up with this price competition.  For example…this product…that I‘m 
showing (grasp the product and show) … The manufacturer will ask whether we can produce 
at the certain price.  They may tell you that… China can make it at 90 baht per piece; 
Vietnam can make 95 baht per piece; in your opinion you may probably think that you can 
make at 100 baht per piece.  Once you offer that you can make only 100 baht per piece and 
cannot do any less.  They may turn their interest to Vietnam or China instead.     
On the other hand, I see that, if we can transfer technology… transfer knowledge … transfer 
skill…or even transfer solutions for problems that we used to encounter among us… and we 
help each other to find ways to eliminate the cost.  In this case, may be we can produce at 95 
baht per piece and that we could initiate making some profit.  I‘m trying to point out that thw 
word ‗ORDER‘ does matter and more than just an initiation of all reasons.  The major problem 
in Thailand is that same type of businesses is located in the same area.  It is important to 
keep everything in secret and don‘t ever let other people to learn your secret. Otherwise, you 
will be a deadmeat!   
Q: Are they afraid of the competition? …afraid of someone knowing their own secretive 
…combination of secretive ….know how,… just like that?   
A: Yes.  Absolutely true!  And that‘s Thai SMEs at the moment.  I believe you can feel now what 
is happening. … big problem in Thailand.  Moreover, the members that I have visited …. 
sometimes, they are very good… ever better than many guest speakers briefing knowledge on 
seminar we have attended.   I‘m not saying that guest speakers aren‘t good, but they are 
very good on theory and on papers, not real practices.  It‘s contradicted when it comes into 
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practice.  These speakers on seminar, sometimes… they are young blood, have no idea of the 
background of the industry, they have no idea about the products, and have no idea about 
anything, but theories from the text.  They might have forgotten that we are far beyond that.  
We have read the same books they have read, could be a bit older version.  Just like a repeat 
of the same old movie.  They have no experiences but we do…. such a long one .... while they 
have none.    
Q: Well…yeah…that‘s really a problem in Thailand…that I can imagine.  Sometimes, people from 
Academics with no experience from the industry…. giving seminar to the executive levels in 
the industry, particularly when they are newly graduated and very enthusiastic.  
A: Yes.  It seems like you know…and they have very high ego as if they know everything.   
Q: ummm…yes,… 
A: Well, yes… just like one project from Rangsit University and Thammasart University.  We got 
the academics from both universities for the employees training.  One thing if you may notice, 
there is a lot of dust in manufacture…mess and dusts even we clean them everyday.  Those 
with very high education would not like all these obstacles.  They would not like to spend time 
with all these people.  Think about that…these are very local people and they are bull collar 
level.  They won‘t understand the academic words or foreign languages talks from the 
academics.  They spent time only 5-10 minutes and they were all gone and left big questions 
to all people to translate into easy language themselves.  What a shame!    I felt very sorry 
for Thai Academic.    
Q: Yes, … and that‘s considered as a problem…. 
A: Yes, it‘s a big problem.  I didn‘t know when they accepted the projects, the academics had 
discussed themselves about this issue whether they could deal with it.  I didn‘t know if they 
were qualified for this type of projects.   Do you follow what I have said? 
Q: Yes, I do.  I do follow that the qualifications are important.  Just like what you said.   
A: Fundamentally, the term ‗management‘ … wherever you are talking about this topic….it 
should be like this…  
Q: Well…yeah… in reality…people are seeing things in the opposite direction.  What about when 
people see direction in forming up into cluster…what do they think…. They must expect 
that…what do they get when they join in the cluster?  Is that right? 
K: Yes, 
Q: Well ... yeah … it‘s very nice to learn things from you and the qualifications that you have 
mentioned are interesting… ―the opposite ways of thinking.‖  I like this word.  Seeing things 
on your ways… helping each other in the same group, supporting each other, this is kind of 
nice.  When they are missing somethings they will get a support.  This will bring about the 
strength of the group or cluster like you mentioned.    
A: Inaddition, whatever we have filled into the gap of the group.  The order is just an addition.  
It‘s a result from the strength of the group.  Negotiation power will come right after, not at 
the beginning as they expect.  Forming up into a cluster will make us an appearance to the 
society that we do exist.  Don‘t you think so?       
Q: Yes, you are right.   
A: It will make us a sound voice.  Not make us a power to get a fight with other people or not 
even make us to have a bigger power for negotiation.  That is not the point.  Many times that 
we have been invited to be guess speakers.  This is a popular question that we always have 
to answer.   
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Q: mean… they will always ask…what will they get from the cluster or forming up into group?  
A: Yes.  That is the question they will always ask.  
Q: That‘s another perspective of which always in an opposite direction from the reality.    
A: Let me give an example… 
Q: So…they want to join in the cluster because….  
A: Survival, of course.  Whatever they see that is the best for them.  
Q: ...... or they are thinking that it‘s a way to make a short cut for their business? … to make 
profit in short.  Is that right? 
 
In general…just like you are building a house and you still haven‘t got a good foundation of 
your house.  How about the structure of your house?  It doesn‘t do anything good, right?    
A: Yes.  Absolutely true.  You cannot put your roof on.  You cannot but the lightings on while you 
haven‘t got even the master plan of your house.  That is a problem.   
I don‘t think that my manufacture is a big one.  (in fact it‘s very big.. inteviewer‘s idea) Many 
times that I have attended the seminars, the problem is with the guess speakers.  
Sometimes, it was because they are not clear themselves what they want to talk.  
Sometimes, it was because they‘re not ready for the talk.  These are feedbacks that I got 
from the participants.  I went for some of the seminar because I want to adapt some of 
knowledge for my own business.  Sometimes the seminar was just only a wates.  I just 
thought that some of the knowledge might have been good for me, just if in case, that I will 
be invited to share knowledge to other people in the future.  My manufacture has only local 
people.  We don‘t hire alienations.         
Q: and that was in…. 
A: Around this location … my manufacture area… it‘s a combination of Buddhism, Christians and 
Islamic.  It was a big problem in the beginning, cultural differences.    
Q: A big conflict.  Is that what you meant? 
A: Oh..yeah.  It was a big problem in the first three years.  Since then, they now can have lunch 
together, among themselves.    
Q: Yes, …..they sit together? 
A: Yes, they do.  
Q: That‘s the organizational problem, cultural differences.  Could be in form of religion, culture, 
where they are from, family background and so forth.  Happen in every organization.       
A: For example, if you ask about NGV in Thailand.  We have very small chance to get supports.  
If the government doesn‘t offer direction or an offer for business foundation, we won‘t get the 
idea.  They don‘t know how to contact people, they don‘t know where to go, and they don‘t 
know where to get helps.    
Q: Right, sometimes, they even set up the business and they in fact don‘t like that type of 
business.  That‘s even worse.    
A: No…. it‘s actually because of this…let me explain…  
Q: Easily enter to the market and then leave early? 
A: we… as the entrepreneur…sometimes we are not asking our ownselves  
Q: or whether they really like to do… 
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A: Yes…. And Thais… they are really one thing.  If they see other people can do it well.  They will 
very much like to follow.  Never ask themselves whether they are good at it or not.  They see 
only there is a chance to make money.  They don‘t see themselves ‗how they will make it‘.  
Many of them, just like in Para wood cluster, have big money.  They don‘t know how to start 
up.  They don‘t know how to operate.  That is it.      
Q: Yes, …. and…. 
A: They just think… ―well…it‘s good…doing an export Para wood products to other 
countries….sound great‖   
Q: They want to do it? 
A: and I was trying to tell them if they have no expertist on this, do not try.  They could lose 
money.  It‘s risky.  They only think that they can hire good management people or good 
manager to control, hence they have big money.    
Q: Oh…I can see their future problem now.    
K: For example, the manufacture that is located nearby my manufacture.  He has a foreman 
from Rayong province.  He‘s actually very good in wooden product, particularly tables, and 
chairs products.  However, he‘s jumped into kitchenware products.    
Q: Yes, and……. 
A: The problem was initiated from here.  The manager was not good at kitchenware.  He was 
trying to show his performance and trying to force manufacture to produce tables and chairs 
instead.  Hence, there is no order, then what to do.  They lost exceeding than 20 million baht.   
Whoa, I‘m telling you.  This is very high risk.  You don‘t want to bear with it.   
Coming to my point, into the term ‗Cluster‘, do not expect for benefit or profit up front.   Do 
not see as a short cut lining up ahead.  You need to think about ‗friendship‘.  If you know 
each other so well, the result will come up so well.  Benefits and profit will come right after.    
Q: Right.  People will always think in business that if I‘m your partner, what I will get from you. 
Is that worth from being a partner, or join in the cluster?  But, if on the contrary, like what 
you said, do business like friends, which will contribute…..    
A: It‘s sustainable.  For example, Nong Mon market, Don Wai floating market, we can explain as 
old villages along the river….   
Q: yeah…I like Don Wai Floating market. 
A: Yes, all these markets.  For example, Sam Chook hundred years market, Klong Suan Market, 
they all have their own identity.  Thais always forget these important identities.    
Don Wai Floating market is an old town.  The monk leader and head of village discussed how 
to strenghtening the village.  They want to help the local people, and they want to sustain the 
local culture.  Nowadays, I believe that people walking in this floating market will have to 
spend their money.    Many millions flow into this village circulation a day.  Have you noticed 
about this?    
Q: yeah, I do agree with you.  I see many people every time I go there.    
A: That‘s Cluster, but local cluster like villagers.    
Q: They are from many groups at one place.  It‘s very interesting.  
A: Yes.  That was why I asked you back.  There had been a question.  Will it bring us into a high 
competition if we are in the same type of business?  Let me explain this point.  Walking at 
Don Wai Floating market, how many people are selling roasted duck in the market?  How 
many people will buy them?  Will they have customers?  Of course, each of them can sell 
their roasted duck.  They are selling along the street.  Each of them can sell their roasted 
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duck, I don‘t see why not?  Hence we are in the industry, I don‘t see why not we have a 
competition?  What a different?  In the same range of business, I could say that my 
manufacture has a wide range of products and we can sell very well.    
Q: ...well…yeah…variety of them…. 
A: Like I said, I classified my products into 3 main sectors.  Recently, we do the made-to-order 
products.  Customers will ask us to produce whole range of funiture in condominiums or 
apartments; manufacturing bed, shelfs, and etc.  We design ourselves in packages unlike SB 
or INDEX, they have very good system. 
Q: Ohh, you got the orders. 
A: For example, there could be 20 items required in this apartment.  We match the furniture 
each item.  Then we will have a look at the location.  If we found that the location doesn‘t 
allow enough area, we would adjust our products for an appropriateness reason.  Instead of 
having opening door, we may probably change into a sliding door instead.  Just do it like 
made-to-order.  The leftover materials will be used for other big type of furnitures. Then, left 
over materials from big type of furnitures will be used for kitchenware products as they are 
smaller insizes.  The leftover materials from kitchenware products will be used for decoration 
items.  You can see that we have a very good production system and we use them efficiently.    
Q: Yes, 
A: Like this item (showing a small bottle wooden product) this is a good brand for spa, quite 
small one but nice.  We do like this.  Do you follow me? 
Q: Wow, very nice, very efficiency! 
A: … and this is some example of liquid that we can put into this small bollte… (demonstrating 
how to use the bottle) 
Q: Do you use your own machines, apparatus, creative by your own innovation?    
A: We do our own R&D for machines and we invent them ourselves.     
Q: Really, inventing own machines? 
A: Invent our own machines! 
Q: Wow, that‘s fantastic.  This is very tiny piece, small size.  Wow, its beautiful and very detail.    
A: Our strength or competitive advantage is our R&D on machines. 
Q: Yes,….. 
A: Most of the machines in this area have to be ordered from Taiwan.  You could get very good 
price, not from other countries.   Like this machine, if you order from Taiwan, it would cost 
you 4 – 5 millions baht.     
Q: Yes, 
A: This machine we invented by our own.  It only costed us 700,000 baht.     
Q: It‘s our own technology.  It‘s our innovation.  
A: Yes, with an appropriate of location.  At our manufacture, we are not using CNC machine, 
because the electricity is not stable.    
Q: Oh..not stable. 
A: Some of the screw, I‘m not using because it‘s not suitable for our area and location.  It‘s not 
an appropriate technology.    
Q: Yes, 
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A: and its location is quite far.    
Q: Yes, …. 
A: We try to design our own technology based on car technology.  In this case, we would be able 
to find the materials for replacement easily.     
Q: Yes, … 
A: It‘s no need to rush into Bangkok when we get stuck with the machine.  We can get the 
materials nearby stores.    
Q: Hence, our products are classified into 3 main sectors comprising of Fixed item furnitures, 
moveable furnitures and very small furnitures.     
K: Yes…. 
Q: Oh… down to that scales....... 
A: ...........(thinking) 
Q: What about materials?  Are you using all materials efficiently? 
A: Yes.  Absolutely. 
Q: Where do you normally get the materials from? 
A: 100% from the south. 
Q: so, from within the country. 
A: Yes, 
Q: Do you feel that you are in a very high competition in getting the the raw materials … or you 
have many choices of suppliers?   
A: Very high, yes… very high competition.  I can tell.  
Q: Can we choose? 
A: Can we choose …. Umm… certainly we can choose!   Just like a beautiful girl can always pick a 
man she likes. 
Q: ...ummm…you can choose the supplier, which is good for you.   
A: Any way, the customers choose us.  In the past, we could quote the price ourselves. 
Q: Yes, 
A: But now, the customers have the ideal price and they will ask whether we can do at the price 
they‘re asking.   
Q: Yes, 
A: That is what I‘m trying to explain how we could eliminate the cost ourselves.    
Q: How do you do to control the cost?   
A: That needs to be in management area.  It‘s not just to control the production cost, but also 
management cost at the same time.  One major problem that I can observe is that most 
manufactures in Thailand think that they are already very good at their business.  They never 
like to further study or seek knowledge in addition to what they have.  They have made a big 
mistake.  They have closed their eye forgetting that many competitors can be in many steps 
beyound them.   
Q: Ohh…come on. Please do not blame them.  Maybe they would like to achieve at only their 
scale.  Could that be possible? 
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A: They are just afraid of.  I‘m just trying to make an example, even we are a small 
manufacture, and there are 6 visiting companies to our manufacture this month.  We are 
booked up for a visit till end of this year.  They are from various sectors and industries.  I 
always tell my employees that we could welcome their suggestions simultaneously by doing 
this  
Q: Innovation?     
A: Yes.  They help us to improve and develop our products.   I think it is very cheap marketing 
activities that you can think of.    
Q: Yes, marketing.   
A: Then it will become a word of mouth.    
Q: They will suggest people to visit your manufacture.    
A: Yes.  But sometimes they get scared…..no… don‘t go.  This could also happen.   
Q: Ohh. I see.   
A: If they contact us for a vist, we would tell them that it‘s too small.  We don‘t have meeting 
room.  However, it is alright if you would like to visit.  You‘re very welcome.   We always tell 
them that.   
Q: Yes, 
A: It‘s our pleasure.  Actually, there are about 20 – 30 people visiting our manufacture each 
week.  We talk all the time.  I think that at least I have new friends.  Just like when I joined 
the product Expo in Muang Thong Thaini exhibition Hall.    
Q: Yes, 
A: It was a Big Furniture Fairs.  My idea maybe a bit more different than other people.      
Q: Yes, … 
A: One thing that I tried to present.  We do these manufacturing products.  We need labors.    
Q: Yes, …. 
A: I have been trying to talk to all my people all the time, after experienced with many 
seminars, and was invited as guess speakers in many occassions.    
Q: Yes, …… 
A: I try to convince them that….this is their home, not a manufacture.   I want them to feel at 
home when they are working at this manufacture.   
Q: Ohh, convince them to learn how to love organization? 
A: Yes, and…I can tell you that…this is already a 5th year.  We had a project this year on 
Buddhist Lent Days, ―No Alcohol on Budhist Lent Days‖.    
Q: How was it …. ―No Alcohol on Budhist Lent Days‖.    
A: This project … allow people to drink within 3 months of Buddhist Lent Days session.  Other 9 
months they cannot drink.  I make them a comparison to see the reality.    
… 
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B3. Coded Themes 
Contact Summary Form: 
Coded Themes 
INDUSTRY 
 
 
CONTACT SUMMARY 
 
 
Type of 
contact:     
Mr K  Parawood Cluster Leader 
 Name Cluster Position (Cluster) 
 Business Owner   
 Position (Business) Place Date 
    
 Phone Number Place Date 
 
 
       
Pick out the most salient points in the contact.  Number in order on this sheet and note page 
number on which point appears.  Number point in the text of write up.  Attach theme or aspect to 
each point in CAPITALS.  Invent themes where no existing ones apply and asterisk those.  
Comment may also be included in double parentheses. 
 
 
PAGE  SALIENT POINTS THEMES/ASPECTS 
2 1 Many new potential businesses form up into 
cluster. 
Alliance 
 2 They would like to have bargaining power to 
bargain with others. 
Strategy 
4 3 I try to transfer knowledge to other people as a 
cluster leader. 
Strategy 
 4 I try to do everything just to help them. Alliance 
 5 I told him to get my machine for this job.  I don’t 
want him to waste money for that piece of 
machine.  What if he’s not having a repeat order? 
Alliance 
 6 We are not emphasising on gaining higher number 
of orders, but on how to take care of members in 
the same cluster in this high competition intensity. 
Strategy/Competition 
5 7 Quality can create technology that could be 
adjusted and adapted within our industry at low 
cost. 
Innovation 
 8 For example, this product that I’m showing (grasp 
the product and show). The manufacturer will take 
Competition 
Site:……………………………………. 
Coder:…Phoommhiphat 
(Phum)……. 
Date coded:…4 OCT 08……………… 
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the mock up product on hand with them and go for 
a price shopping.  They may tell you that China 
market can make it at 90 baht per piece; Vietnam 
can make it at 95 baht per piece; in your opinion 
you may probably think that you can make it at 
100 baht per piece.  Once you offer the price at 
100 baht per piece and cannot do any less.  They 
may turn their interest to Vietnam or China 
instead. 
 9 If we can transfer technology… transfer 
knowledge … transfer skill…or even transfer 
solutions for problems that we had encountered in 
the past among us… and we help each other to 
find ways to eliminate the cost.  In this case, may 
be we can produce at 95 baht per piece and that we 
could initiate making some profit.   
Using technology/ Alliance 
 10 The major problem in Thailand is that same type 
of businesses is located in the same area.  It is 
important to keep everything in secret and don’t 
ever let other people to learn your secret. 
Otherwise, you will be a dead meat! 
Business Issues/Culture 
 11 Are they afraid of the competition?  They are 
afraid of someone knowing their own secrets, 
combination of secrets, and their know-how. 
Competition 
5-6 12 I’m not saying that guest speakers aren’t good, but 
they are very good on theory and on papers, not 
real practices.  It’s contradicted when it comes into 
practice.  These speakers on seminar, sometimes… 
they are young blood, have no idea of the 
background of the industry, they have no idea 
about the products, and have no idea about 
anything, but theories from the text.  They might 
have forgotten that we are far beyond that.  We 
have read the same books they have read, could be 
a bit older version.  Just like a repeat of the same 
old movie.  They have no experiences but we do 
such a long one, while they have none.    
Business Experience 
7 13 In addition, whatever we have filled into the gap of 
the group.  The order is just an addition.  It’s a 
result from the strength of the group.  Negotiation 
power will come right after, not at the beginning as 
they expect.  Forming up into a cluster will make 
us an appearance to the society that we do exist.  It 
will make us a sound voice.  Not making us a 
power to get a fight with other people, nor even 
make us to have a bigger power for negotiation.   
Strategic Alliance/Cluster 
8 14 Around this location … my manufacture area… 
it’s a combination of Buddhism, Christians and 
Islamic.  It was a big problem in the beginning, 
cultural differences.  A big conflict. 
Organisational Factor/ Culture  
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9 15 If they have no expertise on this, do not try.  They 
could lose money.  It’s risky. 
Business Experience 
9-10 16 You need to think about ‘friendship’. Collaboration 
10 17 Don Wai Floating market is an old town.  The 
monk leader and head of village discussed how to 
strengthening the village.  They want to help the 
local people, and they want to sustain the local 
culture.  Nowadays, I believe that people walking 
in this floating market will have to spend their 
money.    Money in millions flow into this village 
circulation a day.   
Example/Good Analogy 
 18 Hence we are already in the industry, I don’t see 
why not we have a competition?   
Competition 
 19 …. we would adjust our products for an 
appropriateness reason. 
Innovation 
11 20 Just do it like made-to-order. Research and 
Development/Innovation 
 21 The leftover materials will be used for other big 
type of furniture. Then, left over materials from 
big type of furniture will be used for kitchenware 
products as they are smaller in sizes.  The leftover 
materials from kitchenware products will be used 
for decoration items.  You can see that we have a 
very good production system and we use them 
efficiently. 
RESEARCH AND DEVELOPMENT/ 
INNOVATION 
 22 We do our own R&D for machines and we invent 
them ourselves.     
Research and 
Development/Innovation 
 23 Our strength or competitive advantage is our R&D 
on machines. 
Innovation 
12 24 We try to design our own technology based on car 
technology.  In this case, we would be able to find 
parts and materials for replacement easily.     
Innovation/ Technological 
Innovation 
 25 We get all raw material 100% from the south of 
Thailand. 
Source of Raw Material 
13 26 The customers have the ideal price and they will 
ask whether we can do at the asking price.   
Competition 
 27 That needs to be in management area.  It’s not just 
to control the production cost, but also 
management cost at the same time.  One major 
problem that I can observe is that most 
manufactures in Thailand think that they are 
already very good at their business.  They never 
like to further study or seek knowledge to add in to 
what they have.  They have made a big mistake.  
They have closed their eye forgetting that many 
competitors can be in many steps beyond them.   
Management/ Culture/ Self 
Defensive 
 28 The visiting customers help us to improve and 
develop our products.   I think it is very cheap 
Marketing/Innovation 
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marketing activities that you can think of.    
15 29 I have no problem with HR.  I have enough 
number of people to work here at my manufacture.    
HR   
16 30 The chiefs from each sector will report before they 
start the work everyday about their mistakes and 
ways for proper solutions.  They will also report 
them number of people in their section … how 
many are working each day and how many are 
missing each day.    
Centralisation 
 31 We do bit of discussion and we always have 
meeting every Tuesday morning. 
Organisational Culture 
 32 About the turnover rate, there’s only one person in 
2 – 3 months time. 
HR 
17 33 We have no problem with man power. HR  
18 34 We could cross check by step and we could see 
where the mistake is.  We set up the aims and 
everyone is bounded to follow.  It happens just like 
this in every manufacturer.     
The big problem could be seen when the order is 
rejected.    
In the manufactures, like us, there is no QC 
department.  What I do, I get all my employees to 
have their own report books, just like student 
reports at school.  They have to write a report, for 
example, how many pieces of wood they receive 
on hand each day, what are the problems they 
encounter, how do they solve problems, for 
instances.        
QC/ Organisational Culture 
 
 
General Issue 
 
QC/ Organisational Culture/ 
Business Process/ Management 
Style 
19 35 What we do; first person check this part, second 
person check another part, and so on til end of its 
line.  Then each person will have his own report.  
Then, we do not need a real QC system.  Before 
they hand over the task to another section, they 
will check their work.  If there’s something wrong, 
they will write a report and resend the works back 
to the prior section.  They will sign on the report 
before then accept the works.  If they are not up to 
the quality, they will as the prior sector to redo 
again.   These are their responsibilities in transition 
of the tasks performed at our manufacture.   
QC/ Organisational Culture/ 
Business Process/ Management 
Style 
 36 In this way, I eliminate all the conflicts because 
everyone acknowledge before they undertake their 
own tasks.  If the works are not well done prior 
they are reaching to their section, they will have to 
resend the works back.   Local people in this area 
are hard-headed people.  Some people have high 
responsibility while some do not have.  Some 
people are very high detail while many are not.  In 
other manufactures, many people are working just 
Culture/ Management Style/ 
Trust 
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to get pay enough for their drink then they stop 
working for a while before they come back and 
ask for works again.   
These are easily seen in Thai Culture, but we have 
no problem like this in our manufacture.  When 
working with people with no responsibilities, there 
are always problems.  Sometimes, they get a big 
fight.   
My management style is very helpful.  Everyone 
take part of responsibilities.  Even they are just a 
man power level, but they are worth for the 
organization.  They are so proud that we have trust 
them.  I could guarantee that there is no work 
pressure at our organization.     
 
 
 
Culture 
 
 
 
 
HR 
21 37 In fact, we have no mates or cleaning staff.  We set 
the schedule.  Everyone will do the tasks like 
students at school.  In this case, everyone will take 
responsibilities.  Everyone will help each other to 
take care.   
Culture 
 38 Grapevine does really work in the village, words 
of mouth. 
Culture 
21-
22 
39 In Para Wood industry, I can tell that it is at a 
declining stage.  It’s not a growth stage as car 
materials cluster.  That is because Chinese markets 
have played a big role in our Para Wood industry 
now.  They could do at cheaper cost both 
production costs and management costs.  Their 
labour cost is very cheap.  China has opened this 
new market to compete the Thai market.  Vietnam 
can also do this type of business at cheaper costs.  
However, they have a delivery problem of raw 
materials.   
Present Industry Situation 
22 40 However, the government sector was trying to 
support and subsidy.  Can you consider this?  In 
the last 3 months, we paid 5,400 baht for delivery 
cost, 160 km in distance.  This month the 
transportation cost is 12,790 baht.  This is what I 
have seen from the quotation. 
Cost 
 41 With this matter, we cannot put the cost on our 
customers.  We cannot increase the selling price.  
They will not buy from us.  That’s why internal 
management is very important.  We have to do 
everything to decrease the cost so that we can be 
survived.  It is the most important thing at present.    
Management/Cost 
 42 However, the weakness of Thai Para Wood 
industry is ‘we have only one major customer’.   
Business Culture 
 43 We then plan for materials system.  This customer 
could be considered as A+ customer and they 
require A+ material.  We could also then plan 
ahead how much we could get as profit from each 
Business Process/Strategy 
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order.  The small orders we do less in number, just 
like that.  It’s better than we do not have good 
plan.  All business require good plan.   
 44 Fortunately, within the last 2 years, we could 
eliminate risks.  It has been almost 4 years that we 
have discussed the problem.  This is really from 
the political issue in Thailand.   We also have 
disregarded big volume order to avoid uncertainty 
and risks for money collection from customers.  In 
the last four years, Vietnam didn’t open this Para 
Wood market.  The chiefs always ask why we 
decided not taking big volume orders even any 
orders we can undertake.  
 
Management/Strategy 
23 45 The existing customers are alright.  New customer 
with ideal price in their hand, if the orders are over 
20,000 pieces, we cannot accept.  This is to avoid 
the money problems.     It’s so uncertain.  We 
cannot bear the risk. 
Marketing/ Strategy/ Competition 
 46 Existing customers with 300-500 pieces, we 
have no problem.  China market cannot achieve at 
this point.    
Competition/Technology/Capacity 
 47 It is very difficult for big manufactures in Thailand 
to accept at this price range.  Smaller manufactures 
than our scale, they also cannot undertake this 
task.   We are very strength with materials and 
machines that we develop and invent ourselves.  
Those are our competitive advantage and our own 
technology. 
Competition/Technology/Capacity  
 48 My idea, the term of definition of ‘technology’, 
what to say…. I think that it could be anything.  
I’m not talking about high technology in my 
definition. 
It certainly includes IT.  New knowledge could 
also be included.  That will allow us to open to the 
new world. 
Technology 
 49 Like our present design, part of it, I utilise the 
computer.  I use the computer to help me design.  
Many of our product items, we have searched from 
internet.  We look at them, improve and then 
develop from that.  Sometimes, we even compare 
from our competitors and adjust them based on 
practical usage, unlike their design.   
 
34 50 Yes, we also use traditional technology. 
 
Like the sanding process, big manufactures will 
order a typical machine for the sanding process.  
However, small manufactures like cannot invest 
big money like that.  That cost very big money.  
Traditional technology 
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We developed our machine from the traditional 
knowledge from people at the prior generation.  It 
was working very well.   
 
Many raw materials used in the sanding process 
are from traditional knowledge that people may 
have forgotten.  The result was very good and it 
took even less time. 
 51 This is really traditional technology.  Local people 
had invented in the past, and we could use still use 
their technology. 
Traditional technology 
 52 This customer has been with us more than 10 
years, since we opened our business.  They went to 
China market, but however, they came back to us.  
I’ve try to reinnovate new machine to suit their 
products and orders.  This customer is now 
established new business up north.  The cost is 
very high including the transportation cost.  I’m 
trying to eliminate other costs.    
Innovation 
 53 His order is quite difficult.  We have to drill the 
wood carefully because it requires a neat finished.  
If we place an order for new machine, we have to 
order from Italy.  It costs us very big money.  I’m 
now inventing a new machine. 
 
Innovation 
25 54 Originally, at the beginning, there was no standard 
of work with man power.  No accuracy was 
achieved.  We then designed a machine for this 
particular task.  Eight people could achieve only 
750 pieces in a day (8.00 am – 5.00 am.).  Then we 
invented another generation of machine, we now 
could achieve 500 pieces in one hour.   
QC/ Culture/ Business Process 
 55 From 750 pieces a day, now we could achieve 
500 pieces within an hour. 
Business Process/ Capacity 
 56 We eliminate cost of labour by decreasing time Culture 
 57 Our policy has now changed.  We do not require 
handicraft tasks.  According to the Thai culture, 
people never learn to acknowledge the fact.  They 
never learn to feel enough.  If they know they can 
ask for something, they will ask forever.  They 
never feel enough.  That’s why we have got to do 
it.  We need to think for the way to decrease the 
costs. 
Culture 
 58 Let’s say there’s 10 people in one section, they can 
all replace the position within the section.  Then 
we also do cross function during OT session.  
Those who want to learn new skills and perform 
other tasks will do it.  This is because they want to 
do OT works and they want to earn more money.  
HR, Training, Structure 
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The packaging people can also do other tasks 
when necessary.   
 
26 59 We created our own brand.  Our product can sell 
in leading department stores in Thailand such as 
Siam Paragon, Emporium, Central, the Malls, and 
etc.  I could say that only from our manufacture, 
just like a monopoly.  We do not put our products 
on the shelf and wait for time to collect money like 
other companies.  We send products to the 
department stores and we get money right away 
after the invoiced.  
Brand, Competition 
 60 We also hire our employees extra time to do extra 
job, just if they like to get extra money.  We can 
also do outsourcing.  We have ability to do. 
HR, Recruitment process 
 61 In my organization, we don’t have bonus system.  
Those who are working with the machines, we do 
have work insurance with AIA company for them.  
This includes transportation issues at working 
period hours.    
 
If no missing from work in one month, they will 
get 2 days extra pays.  We do like this.  If they get 
2 extra days paid in the consecutive month, we pay 
in cash one day.  We keep another day till year 
ends.  If they can do more than 9 times a year, they 
will get double of the extra.  If they quite the job in 
mid year, they will get nothing. 
HR, Wages, Benefits 
 
 
 
 
 
Culture/ HR/ Remuneration 
27 62 We welcome new ideas from them.  New people 
are always afraid of presenting new ideas.  We set 
very good system for them.   
 
Innovation 
 63 We have saving plan in quitting alcohol.  We will 
prior discuss with them.  For example, if they pay 
600 baht a month for drinks, we offer them to save 
money with us 400 baht per month.  We will not 
return money to them in any case unless they need 
money to visit family in other provincials or if it’s 
emergency or if they decide they will quite the job.  
We will return money to them.  We do accounting 
which will be no worry for them.  We do not keep 
their money.  We try to help them. 
Culture 
 64 In this economic situation and political problem 
like this in Thailand.  Customers will always 
transfer money for payment quite late.  It’s 
important to keep a good flow of money in our 
business circulation.  Many times, we have 
completed the order while LC has not done yet.  
We don’t want to take the risks sending our 
products to them.  We experienced many times in 
Financial, Economic problems 
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the past.  We sent them products and didn’t get 
money.  We had better avoid this situation.   
 
 65 To make it easier, we have to screen the 
customers.  We need good people to take care the 
orders carefully.   
Competition, Information System 
 66 From my experience, many manufactures, they use 
money for other purposes.  This is very dangerous 
for businesses.  It always happens. 
Financial 
 67 100 people.  Size  
28 68 I used to think that we should need about 160 – 
170 people in our facility.  We used to have 150 
people working at our facility. 
Then the number was decreased.  We didn’t recruit 
more people and it’s now saturated at 100 people.  
I think we have enough now.  For example, like 
this chair item, the customer need 4,500 pieces per 
week.  We adjust with the machine, not by 
increasing number of man power.  Many factors 
drive us; labour laws and many more.   I think that 
we can survive with this number, particularly, in 
this political circumstance.  Who would like to 
deal with unstable country? 
 
Size/ Expand of Control/ HR/ 
Policy 
 69 We teach them to see the fact.  They will think and 
compare.  Sometimes, they present the idea that 
we need more investment in this section or 
otherwise we need more people for this task.  We 
will try to solve the problem. 
Innovation, Training 
 70 I’m very lucky.  I can see that my people have 
higher capability to work and high efficiency at 
work when comparing with other manufactures.   
HR, Recruitment, Efficiency at 
work 
29 71 Fortunately, we do not really often need to 
reengineer or restructure our organization because 
we are not big corporation. 
Structure, Size 
 72 In terms of employees’ responsibility at work, I 
would say … depending on suitability and 
appropriateness. 
HRM 
 73 We do have an appraisal form for all level.  We do 
appraise in all level.  HR will do the task.  We 
have system.  Then we divided into score.  So 
individual will be appraised from two ways; from 
their chief and from the HR office. 
HRM, Appraisal at work 
30 74 We have visited other manufactures in other 
industries sometimes.  We learn from them and 
adjusted some of their ideas.  It’s innovation, isn’t 
it.  We do not just visit them but we can learn from 
them even we are in different industries.  
Open Innovation, Innovation 
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Knowledge can be transferred and adjusted.   We 
do this way. 
 75 We can separate parts of every single machine that 
I have invented and recombine with the new one.  
I can tell you.  They are very practical.  There is 
one word that I can use.  It’s very high 
‘compatibility.  They could be compatibly used 
with other machine.   
 
Innovation, Compatibility 
31 76 Mr. Sombat from the car material cluster asked me 
to invent a machine that well-suited to his business 
for him, and …. I did.  Now he asked me to 
produce telephone booths for his locations.  We 
get business from each other.   We support each 
other and trade technology.  We get all these 
technology transferred. 
Cross Cluster Collaboration 
 77 So, I do have time having a look the design in the 
computer.  I’m taking care of productions, so do as 
IT, electricity, machines in facilities, and etc. 
Other will take care of marketing tasks, taxes, 
social security, personnel and HR, and etc.  We 
separate jobs. 
HR, Empowerment, IT 
 78 We try to eliminate cultural problems, religion 
problems, and etc.  We have tried many ways to 
combine them into one culture and here it is.  They 
can work with others peacefully. 
Culture 
 79 We used to experience with employees problem 
because all people in packaging section were gone 
with no reasons.  We learned later that they were 
in religion ceremony.  Therefore, we have to study 
all religion calendars and adjust them.  They can 
work together with no problem.  All sections 
require all religion members. 
Culture 
32 80 One benefit from joining in a cluster is that we 
could help each other.  In the past, we didn’t have 
cluster yet.  One member brought in one product 
and asked me how much I could do it a piece.  I 
told him 100 baht I could do it.  He cut the price 
down to 85 baht per piece.  The situation like this, 
you could lose customers easily.  The business 
cannot be survived.  If they go price shopping like 
this, all companies in Para Wood industry are 
trying to cut down the price, not the cost.  In this 
case, we compete each other.  What will happen?  
One will have to leave business.   The customers 
will go price shopping and try to cut down the 
price 
Competition/ Strategy/ Planning 
  81 If the price goes down and we cannot accept, we 
don’t know what to do.  Then we are in trouble.  
Then we try to decrease the cost of materials, 
Competition 
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down the quality.  The order would then be 
rejected.  If they are rejected, it’s now time to 
close down the business. 
33 82 If they don’t have any background in this type of 
business, it will be very difficult for them.  
Otherwise, you need to find very good production 
people, very good management people and many 
other factors in combination.  This is new system, 
new investment, I can tell that it’s very difficult.  
Good understanding of business is required and 
many more. 
Competition, Financial 
 83 My manufacture set a line of operation first; then 
we deal with the type of machines.  We invented 
our own machine then we know what they should 
be.  We know which position they are important.  
We invented just like plug and play, and can rotate 
for other purposes. 
Production Process 
 84 When we do search from internet, we see 
competition environment, we see the development 
of the product, we see good new designs, and we 
see the trend of business. 
IT 
 85 Know competitors, know ourselves.  At least, we 
know the world trend what do customers like, 
which colours, which type of collections, for 
example 
Competition 
 86 We can see the trend by using the internet.  It’s 
just likes Yellow-Pages in the past.  Then, we can 
learn from the giant in the industry.  We can see 
who big leaders in the industry are.  We know 
which type are the most selling items, match tone 
colour, for example 
Using IT 
34 87 We are now using Mail, now we decrease number 
of order by fax, mostly with E-mail. 
Using IT 
 88 About management in Para Wood industry, I think 
that there too many restrictions.  They are very 
complicated.  We established our manufacture.  
We had to contact the Ministry of Industrial.  We 
will have 2 licenses.  Each license is required to 
renew every 5 years while paying fees every year.  
All machines and equipments are to be reported to 
the forestry division.  It’s very complicated. 
Recommendation for Policy 
Makers 
 89 It’s very complicated.  Like I said, the government 
may have a look at a large scale like you look at 
Thai SMEs in the very beginning.  Then they rule 
everything as for the large scale.  Now look at us.  
We are only small company, not like very large 
corporations located in Industrial Estates of 
Thailand 
Recommendation for Policy 
Makers 
 90 However, let’s talk about the training.  This is 
another situation. According to the laws, it is 
Recommendation for Policy 
 
 
  
[351] 
provided that those companies where they have 
more than 100 employees are required to send 
employees for training at the college provided by 
Employment Development Division.  I have a 
strong confidence that my employees are having 
greatly skilful than those completed course 
provided by the government 
Makers 
35 91 I will have to compete with all situations all the 
time, even myself.  We cannot step on the same 
footprint. We have to go forward.  I’m not 
competing with all Thais.  I’m competing with the 
foreign markets.  I cannot stop.  Even we are this 
small manufacture, we need to grow bigger. 
Competition 
 92 The government says if we are not sending our 
employees for the training with them, we have to 
pay the fines for the ignorance.  Can you see that 
our employees are better than the curriculum they 
provide?  What are the government going to train 
our employees?  They don’t know their potential 
to train in particular areas.  They are not ready to 
do this and they set the laws to regulate all 
manufacturers.  I already paid more than 200,000 
baht for the fines for my manufacture at Ban Bung 
location. 
Training, Government Policy 
 93 It is then needed a vocational graduated student at 
least that can take care of the machine.  However, 
this graduated student will do nothing because 
they don’t like dust.  We are talking about 
graduated in Thailand.  Hence, if we adhere with 
the local technology, traditional technology, and 
adjusted them with our works, you will have 
accurate machines and you will also have good 
enough people to take care of the machine and the 
tasks.  It is no need to have highly educated people 
to work at your manufacture.  Plus, cost of labour 
decreases and we could complete with other 
competitors 
HR/ Business Process/ 
Technology 
 94 Some manufactures have over 1000 employees.  In 
the same area, there are more than 10 
manufactures located nearby us.  Each of them has 
400 – 500 employees.    Now they decrease 
number of employees down to 100 people.  
However, we are just doing the same.  We only 
have 100 employees.  We are on the right size. 
HR/ Size/ Strategy 
 95 We are taking care of our own members in our 
manufacture.  We do schedule maintenance all 
machines in the manufacture.  If anything wrong 
they will see prior before they start working.  They 
will report and we will fix the problem 
Reliability, Functionality 
36 96 The maintenance at present… we are not doing in 
an exact system.  We maintain and put in note that 
Reliability, Functionality 
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what we had change, which size, when and the 
cause of change.  We do quite detail.  Just in case 
for future references 
37 97 I teach them one thing, even women employees 
when they are working at the machine.  They have 
to check and clean the machine everyday prior the 
work starts.  At least, I expect them to see the 
machine.  They will see if there’s something 
unusual 
Reliability, Functionality 
 98 If they cannot analyse what has happen, then they 
will have to report to me.  If I can see that it is no 
way to fix it, then we have got to do something. 
Reliability, Functionality 
 99 We need to check with previous report.  Which 
size, when it has changed, how long, for instances.  
Just like this and we have got to place an order to 
replace it in advance.  We have to allow 2 hours 
period break for the machine. 
Reliability, Functionality 
 100 We create and invent many of our own equipments 
and machines because we know and understand 
well about our products 
Design and Engineer 
 101 It’s kind of innovation.  I bought this item and 
adjusted it for other tasks.  We can adapt ourselves 
Design and Engineer 
38 102 It influences us appropriate technologies in our 
manufacture, not just how to utilize, but 
appropriate ones.  Not just you have money for 
investment, it’s risky.  Like the wooden part.  You 
need to think very hard.  If there’s a big rain, wood 
will be bended because of the moisture.  You have 
got to learn how to treat it.  They are all cost 
incurred 
Compatibility 
 103 I was reported that the machine was broken.  I 
took it to the office and had a look.  When opened 
it up, there was nothing real important.  There was 
only one ‘Transistor’ that needed changed.  It’s 
reached the lifetime.  I went to the shop and it 
costed only 70 baht.  Can you see that?  Rather 
than paying more than 10,000 – 50,000 baht.  It 
only costed me 70 baht.    Believe it or not, it still 
can work for quite a long time 
Design and Engineer, 
Functionality, Compatibility 
39 104 Many manufacturers cannot do it….cannot blame 
anyone else. Management levels are to be blamed.  
They haven’t paid much of their consideration on 
it.  I have money… you do management and make 
the profit for me …. That’s not the right thing to 
do. 
Management, Recommendation 
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